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Cuba’s Sugar is Sweet for Trade 


UBA is the sugar bowl of the world. It ranks as the world’s 

largest exporter, and this year will produce one-fifth of the 
world crop. By and large, sugar determines the prosperity of the 
island. During the harvest — the ‘‘zafra’’ — about half a million 
workers are engaged in the fields and the sugar mills. 


The latest annual report shows the U. S. took about 
$380,000,000 worth, or 89°%, of Cuba’s exports. We supplied 
Cuba with $169,000,000 worth of goods, 81% of her imports. 
Principal imports from the U.S. were: motor vehicles, petroleum 
products, iron and steel semi-manufactures, radio sets. 


The development of new industrial facilities and the replace- 
ment of obsolete equipment are estimated to require capital goods 
imports by Cuba of about $190,000,000 from the United States. 
Nine branches in Cuba indicate the thoroughness of The National City 
Banks service to American exporters and importers in major commercial 


areas. For information about our 44 overseas branches, trade surveys, credit, 
and foreign exchange—consult our Head Office or Branches. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St., New York - 65 Branches in Greater New York 


Write on your business stationery for the Bank’s Monthly 
Bulletin on Economic Conditions. 


Birtt te Virld Wile Banking — 


J‘ ---t-~ F-’-~ai Deposit Insurance Corporation 


J. Prescott Carter, Super- 
visor of Cuban Branches, has 
expedited business for cus- 
tomers overseas for 25 years. 
His broad experience, gained 
in six different National City 
Branches in four different 
countries proves to be profit- 
able for our clients in Cuba. 


Rio de Janeiro 
Pernambuco 
Santos 

S30 Paulo 


CANAL ZONE 
Balboa 
Cristobal 

CHILE 
Santiago 
Valparaiso 

CHINA 
Shanghai 
Tientsin 
Hong Kong 


Barranquilla 
Medellin 
CUBA 
Havana 
Cuatro Caminos 
Galiano 
La Lonja 
Caibarien 
Cardenas 
Manzanillo 
Matanzas 
Santiago 
ENGLAND 
London 
117, Old Broad St. 
11, Waterloo Place 
INDIA 
Bombay 
Calcutta 


BRANCHES 


Manila 
PUERTO RICO 
San Juan 
Arecibo 


Mayaguez 
Ponce 


REP. OF PANAMA 
Panama 

STS. SETTLEMENTS 
Singapore 

URUGUAY 
Montevideo 

VENEZUELA 
Caracas 


Every 3 seconds a customer is served overseas 
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French commercial highway traffic is 


' climbing toward prewar levels. French 
» automobile plants have produced 25,000 
' vehicles since the liberation. An addi- 


tional 18,000 vehicles have been obtained 
from the American Army or imported 
from the U.S. Licenses have been issued 
for 493,000 commercial vehicles, and 
truck traffic is only a third under prewar 


- levels. A total of 10,000 busses are in 


use, compared to 15,000 before the war. 
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After a survey of 95 rivers in the Ural 
area, Russia will construct major hydro- 
electric stations at Molotov and near 
Solikamsk. Fifty other medium and small 
stations also will be built to complete the 
power network. The installations are de- 
signed to furnish power for plants, mines 
and railroads in the Urals. This region 


~~ furnishes almost all the aluminum 


and magnesium produced in Russia and 
more than half of the iron, steel and cop- 
per. 
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Spain is considering devaluation of her 
currency. Spanish trade circles suggest 
exchange rates ranging all the way from 
12 to 20 pesetas for the dollar. The pres- 
ent official rate is 10.95 pesetas for the 
dollar, but on the black market in Tangier 
a dollar will buy 24.4 pesetas. 
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By the end of the current Five-Year 
Plan, Russia intends to be second only to 
France in the production of wine. Rus- 
sian wine will come principally from 
Moldavia, the Massandra region of the 
Crimea, the Ukraine, and the Transcau- 
casiari Republics. Moldavian production, 
alone, is expected to exceed 26,400,000 
gallons in 1947. 
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Resumption of large-scale production 
of cotton in Italy is being retarded by 
oversupply. Textile manufacturers orig- 
inally bought their stock at the rate of 
425 lire to the dollar. Now U. S. credits 
permit the import of cotton on the basis 
of 225 lire to the dollar. The manufactur- 
ers want to sell the higher-priced prod- 


ucts before processing the less expensive 
cotton. 
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New explorations for oil are planned in 
Palestine, Syria, Lebanon and Trans-Jor- 
dan. Geological surveys have indicated 
the presence of petroleum deposits in the 
virtually unexploited region. 





Swedish iron-ore exports, which were 
boosted to 12 million tons a year by 
Hitler’s armament drive, are now down to 
an annual rate of about 4 million tons. 
Through the defeat of Germany, Sweden 
lost her largest customer. Exports of iron 
ore to Britain, Luxemburg, Czechoslo- 
vakia, Belgium and France now are being 
resumed. 
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Russian official reports indicate that 
the Germans destroyed 137,000 tractors 
and 49,000 harvester combines in the in- 
vasion of the Ukraine and White Russia. 
The loss of the machinery, necessary for 
collective farming, caused Ukraine plant- 
ing in 1945 to drop to 69 per cent of the 
prewar average and production to decline 
to slightly more than 50 per cent. 
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Venezuelan representatives now are in 
the United States negotiating for equip- 
ment for a $2,000,000 light and power 
plant to be built at La Gaira. This rep- 
resents a new pattern, because all the 
money that will be put into the project 
is to be Venezuelan. Heretofore, Ameri- 
can capital has been behind such large 
investments. 
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International air freight has increased 
by nearly 14 times since before the war. 
U. S. exports and imports by air 
amounted to nearly 14 million pounds in 
1945. The goods carried were valued at 
$159,978,716, or an average of nearly 
$12 a pound. Products transported by air 
included newsreels, motion pictures, lux- 
ury goods, machine parts, electrical 
equipment and jewelry. 
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Australia is considering land reforms to 
benefit returning veterans. Big leaseholds 
in the Northern Territory, some exceed- 
ing a million acres, may be broken up 
into small farms. Veterans are being 
trained by the Government in land settle- 
ment and farming. 
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Norway is planning several moves to 
strengthen the country’s economy that 
will call for Government control of indus- 
try. These are: import and distribution 
of drugs by the state; inclusion of the 
importation of feed grains under the state 
grain monopoly; establishment of a state 
fuel monopoly, and organization of all 
coastal shipping under a single national 
company. 














Mr. Importer & 
Exporter- abroad 


Can we help you with your requirements of 
American products? We are exporters of: 









Machinery & Equipment 
Lumber & Building Materials 
Wood Pulp & Paper 
Iron & Steel 


Non-Ferrous Metals 




















Chemicals 


Foods & Food stuffs 


We are also importers—and offer our fa- 
cilities for the selling and distribution of 
goods produced in your country and needed 
in America. 


We invite your inquiries, and you may refer 
your bank or banking connections to The 


Chase National Bank of New York. 


Cable address: Herberco 


JOHN P. HERBER & CO., INC. 


1411-4th Avenue Building 
Seattie 1, Washington 
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How mdny of your 
JUNIOR EXECUTIVES 
Speak SPANISH? 


Your company can derive great advan- 
tage in possessing one or several junior 
executives trained to speak Spanish, 
Russian, French or Portuguese quickly, 
easily and correctly by the world-famous 


LINGUAPHONE 
Conversational METHOD 


At home or at the office after hours, one 
or a group can také a complete Linguo- 
phone course in any one of 29 world- 
languages and make progress in an 
amazingly short time. 

In business, professions and War Serv- 
ices the unique Linguaphone Conversa- 
tional Method has enabled more than 
one million men and women to speak 
foreign languages. 


* Send for FREE Book 


LINGUAPHONE INSTITUTE 
82 RCA Building * New York 20, N.Y. 












LINGUAPHONE INSTITUTE j 
| 82 RCA Bidg., New York 20, N.Y. | 
| Without cost or obligation send me the | 
| Linguaphone Book. } 
| Nome 
| Address | 
: City Language interested ; 
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We are proud to announce our first “scoops.” Readers of World 
Report learned as early as May 24 and 25—when our second issue 
reached them—that Argentina and Russia were getting closer together. 
The dispatch from our Mr. Redmont in Buenos Aires told the story: 

“Argentina and Russia are ready to do business with one another 

in a big way . .. The negotiations are almost certain to lead to dip- 

lomatic recognition of Russia by the incoming Peron Government.” 

The official announcement at Moscow and Buenos Aires that Russia 
had recognized the Argentine Government, however, did not come un- 
til June 6. Incidentally, our article was the first news that the people 
of Argentina themselves had as to what was happening, for their own 
newspapers had not published the story. The article in World Report 
was telegraphed from the U.S. by the press associations and was 
displayed on the first pages of Argentine newspapers several days 
before the official announcement. 
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Speaking of “scoops,” if you will look at the “Intercepts” in our first 
issue, you will find that we gave the first news that the United States 
occupation authorities in Germany “had issued orders to stop dis- 
mantling German plants in the U.S. zone for shipment to Russia as 
reparations.” This was disclosed officially two weeks later in the 
jockeying for position between the Allies. 
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Also George Bookman’s story from Tehran which appeared in World 
Report's first issue, telling how the Anglo-Russian conflict was setting 
the South against the North in Iran, was, we believe, the first com- 
prehensive explanation of why the Russians were delaying their evacu- 
ation of that unhappy country. 

Mr. Bookman has now gone to Paris to help report the conference 
of Foreign Ministers. 
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We said goodbye this week to Frank Hewlett, who is in charge of 
our Southeast Asia headquarters. As a veteran correspondent, with 
seven years’ U.P. experience in the Far East, he had 40 consecutive 
months as a war correspondent with U.S. troops. After joining MacAr- 
thur’s forces on Bataan, he escaped to Australia. Later he went to India 
to report the political and military situation and the activities of Mer- 
rill’s Marauders in the Burma campaign. He covered the U. S. offen- 
sives up through the Solomons and New Guinea and made the initial 
landing with the troops at Leyte, re-entering Manila last year and then 
returning to the U.S. in time to cover the San Francisco Conference. 

Mr. Hewlett will travel out of Singapore to India, Siam, Indochina 
and the Netherlands East Indies. He will go into the important news 
situations that break from time to time in that area of the world. 
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FROM THE CAPITALS OF THE WORLD 


As the situation now is developing in world affairs..... 
U.S. and Britain are pulling together more closely than at any time 





since the end of the war; are taking almost identical positions toward 


European peacemaking, ignoring Russian charges of "ganging up.” 

Britain occasionally is tempted to adopt the advantageous role 
of mediator of opposing views held by the U.S. and Russia, but at 
present she is standing shoulder to shoulder with the U.S. 

Encouragement from France, once more drawing near to Britain, is 
a fresh factor bolstering the self-confidence of both the U.S. and 
Britain. You get the new picture of Anglo-French relations and their 
Significance on page 20. 








In order to keep the tide running this way..... 

U.S. and Britain are giving priority to the German problem; are 
experimenting, particularly in the U.S. zone, with a practical ap- 
proach to self-government by Germans through provincial authorities. 

The over-all idea is that a federation of perhaps 11 or 12 German 
provinces eventually could become self-sustaining and yet be kept 
within peaceful bounds minus centralized strength. 

Political solutions for the future of Germany, important as they 
are, constitute only a phase of the more pressing task of finding an 
operating basis for Germany to get back to work, to help herself. 

U.S. experts now are giving consideration to a sweeping re- 
valuation of the mark and a drastic reorganization of Germany's bank- 
rupt finances which would put a floor under business and trade. 

Crux of the proposal would be to scale down all notes, bonds or 
bills to a token figure of their face value; to reduce the public debt 
to a fraction and to replace the indebtedness with new paper guaranteed 
by a central financial institution holding a first mortgage on all 
real and corporate property. 

Those are just samples of the planning, just illustrations of the 
thinking, some of it aimed at political decentralization and some 
intended to achieve general economic rehabilitation. 

















When it comes to precise action by the Allies..... 

France is more likely than Russia to find the Anglo-American ideas 
on Germany acceptable, but France still is to be satisfied concerning 
the Western frontiers of her historic enemy, still has her own ideas 
as to the disposition of the Saar and Ruhr areas. 





(over) 
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(Coutinued) 


3 Peoling of French-U.5S.-British zones in Germany for combined 
operation is a real prospect if Russia insists on going her way alone, 
building in the territories she dominates and shunning others. 





In larger terms, what the outlook suggests is this..... 

U.S. and Britain, while standing for world co-operation, are 
drifting toward an alternative course, are giving form and substance to 
plans that might work if world co-operation withers. 

Trend toward two worlds, one under U.S.-British influence, the 
other under Russian influence, is becoming increasingly difficult 
to check, much less reverse. 








Looking ahead in the Western Hemisphere..... 

Brazil, long eager for greater recognition for her part in the 
Allied victory, now sees a double dividend in sight. 

Rio de Janéiro already is certain to be the scene of the next 
major inter-American conference, probably in October, to draft a mutual 
defense treaty. 

Chief stumbling block to a meeting of all 21 Republics, the cool 
relations between Argentina and the U.S., appears to be in the process 
of being removed. You get the terms of this arrangement on page 5. 

Brazil is to have more than a host's role for the other American 
Republics; she is slated to enjoy the part of intermediary between 
U.S. and Argentina and to share in the public credit for patching up 
_inter-American co-operation. 














India is getting a lesson in practical politics..... 

Jinnah, leader of 92 million Moslems, at first bitterly against 
Britain's plan for the development of self-government in India, now is 
going along, with reservations, of course. 

Gandhi, chief figure among 250 million Hindus, spoke favorably of 
the British scheme originally, but currently is drawing back a bit. 

The reasons are not any change in philosophy or outlook, but 
simply jobs and power. Jinnah is willing to postpone his long-range 
ambitions if his Moslems get the same number of key jobs, five, as the 
Hindus in a temporary Cabinet. Gandhi's Congress Party wants seven 
principal jobs, or two more than Jinnah, to play ball. 














One mystery still is to be solved in the Orient..... 

Principal puzzle is the retreat of the Communist armies in Man- 
churia just before the most recent truce between the Communists, on one 
Side, and Chiang's Government, on the other. 

Much credit for the retirement of the Communist troops goes to the 
personal persuasion of General Marshall, the special U.S. Envoy, 
seeking to achieve unity among the warring Chinese. 

speculation persists, however, that the Communist armies drew 
back partly at the urging of Russia; that Moscow advised the Chinese 
Communists to come to terms, however temporary, with Chiang. 
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U:: , AND ARGENTINA HASTEN 
TO PATCH UP OLD DIFFERENCES 


Way to drafting Hemisphere defense 
treaty is opened. Soviet overtures 
to Peron spur Washington to act 


Argentina and the U. S. are mov- 
ing rapidly toward a settlement of their 
long-standing differences. 

This development, which opens the 
way to the drafting of a Hemisphere de- 
fense treaty, is spurred by declarations 
of friendship between Russia and Argen- 
tina and by these other events: 

1. Negotiations in Buenos Aires be- 
tween Ambassador George Messersmith 
and President Juan D. Peron. 

2. Conferences in Washington be- 
tween General of the Army Carlos von 
der Becke, former Argentine Chief of 
Staff, and General of the Army Dwight D. 
Eisenhower, U.S. Army Chief of Staff. 

3. Pressure by the War Department 
and influential Senators on the State De- 
partment to adopt a conciliatory attitude 
in its dealings with Argentina. 





GEN. VON DER BECKE (LEFT) 
The U. S. approach is two-pronged 


The settlement is expected to be dis- 
closed officially when Brazil invites the 
American Republics to meet in Rio de 
Janeiro for the drafting of a defense 
treaty, twice postponed by U. S.-Argen- 
tine friction. 

A two-pronged attack by the United 
States on the problem is now getting 
under way. 

Ambassador Messersmith, a career 
diplomat with a reputation for both 
toughness and fairness, arrived recently 
in Buenos Aires. Even before Brig. Gen. 
Juan D. Peron was inaugurated as Pres- 
ident, Messersmith was in conference 
with him. Their conferences have con- 
tinued since the inauguration. They have 
explored the question of Argentina's com- 
pliance with promises, given under the 
Act of Chapultepec, to act against Nazi 
individuals and organiza- 
tions. U.S. charges of 
noncompliance were the 
crux of difficulties with 
Argentina. 

Now Messersmith has 
ascertained that Argentina 
has taken action in numer- 
ous cases involving Nazis. 
He favors withdrawal of 
the U.S. charges and re- 
establishment of harmoni- 
ous relations. 

General Eisenhower, 
meanwhile, was alarmed 
by Argentine negotiations 
with Soviet Russia. He saw 
indications that Argentina 
might decide on military 
co-operation with Russia, 
thus preventing success of 
the inter- American de- 
fense program. Through 
Argentine Army officers in 
Washington and_ with 
State Department ap- 


proval, he informed General von der 
Becke that he hoped differences between 
the two countries could be settled soon 
so that Argentina could take part in the 
inter-American defense program. 

After receiving General Eisenhower's 
message, General von der Becke resigned 
his position as Chief of Staff and came 
to Washington, ostensibly as a private 
citizen but actually as a personal repre- 
sentative of President Peron. Confer- 
ences between General von der Becke 
and General Eisenhower disclosed sub- 
stantial agreement on military matters. 
Von der Becke gave assurances that his 
country wants to adopt U.S. equipment 
and to participate in Hemisphere de- 
fense plans. The stumbling block was 
lack of political agreement between the 
countries. 

Influential Senators, members of the 
U.S. Senate Foreign Relations Commit- 
tee, together with high officials of the 
War Department, then appealed to Sec- 
retary of State James F. Byrnes to open 
the way to agreement with Argentina. 
They contended that personal enmity 
between Peron and Spruille Braden, As- 





ARGENTINE COMMUNISTS 
More than canned meat is involved 
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MOLOTOV AUTO PLANT’S “VICTORY” MODEL 
Russians could go without for the sake of ideology 


sistant Secretary of State in charge of 
inter-American affairs in the U.S. Gov- 
ernment, was preventing a speedy settle- 
ment, 

Peron-Braden differences stem from 
the time last year when Braden, as U. S. 
Ambassador in Buenos Aijires, made 
speeches and engaged in other activities 
which Peron construed as meddling in 
Argentine politics. Resentment rose 
higher when, after Braden had become 
Assistant Secretary of State, the U.S. 
issued a “Blue Book” charging prominent 
Argentines with pro-Nazi sympathies and 
activities. Published a few days before 
the presidential election, the “Blue Book” 
was looked upon in Argentina as further 
interference in local affairs. 

Supporters of Braden’s State Depart- 
ment policy contend, however, that the 
actions to which Peron took exception 
were legitimate because they were di- 
rected at a regime which was pro-Nazi in 
its sympathies and policies. They declare 
the “Blue Book” timing was based on 
the availability of German documents it 
contained. 

Partial loss of support among the other 
American Republics also is a factor in 
the decision to settle the Argentine ques- 
tion. After having gone along with the 
U. S. for nearly three years in its various 
policies toward Argentina, some of the 
most influential Latin-American govern- 
ments have pointed out that most of the 
“Blue Book” charges, supported by Ger- 
man documents, refer to events which 
took place before Peron and his associates 
rose to power. They have hinted that, 
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since the people chose Peron as President, 
it is time to forget the past and to get 
on with the Rio de Janeiro Conference. 

Russia’s new friendship for Argentina 
gives the Peron Government moral sup- 
port and thus is helping to hasten the 
settlement of differences with the United 
States. The decision of Soviet Russia 
and Argentina to exchange diplomats and 
to engage in trade ends 29 years of 
official estrangement between these two 
countries. 

Pending settlement of U.S. troubles, 
the rapprochement partly reverses the 
roles which Russia and the U.S. played 
last year at the San Francisco conference. 
Then, the U.S. pleaded with Russia to 
support a motion that would admit Ar- 
gentina to the United Nations. Russia 
refused; on the ground that the Argen- 
tine Government was pro-Nazi. The 
U.S. led a successful fight for Argentine 
admittance, over Russian opposition. At 
that time, the Moscow radio was con- 
demning the Argentine regime, and Ar- 
gentine officials were answering with 
press and radio denunciations of Russia. 

The attitudes of both Governments 
began to soften, however, as their diffi- 
culties with the U. S. increased. 

Politically, Argentina is to receive a 
quick dividend—harmony with the U. S. 
—from her agreement with Russia. 

For Russia, the chief political advan- 
tage lies in the fact that she now has 
rounded out her circle of diplomatic rec- 
ognition in the major American Repub- 
lics. Her diplomatic missions in those 


_ countries give her bases from which to 


advance her interests in the Hemisphere. 
These missions have staffs considerably 
larger than local Russian trade and the 
number of local Russian residents would 
justify. They engage in cultural and 
propaganda activities. They give tech- 
nical assistance to local governments. 
They encourage local Communist groups 
in their organizational work and in their 
attacks on U.S. “Yankee imperialism.” 

Working through these staffs, the So- 
viet Union is seeking to counteract U. S. 
induence and to discredit plans for co- 
operation among the American Republics. 

Economically, both Argentina and 
Russia expect to profit from their agree- 
ment. 

Argentina gets an outlet for canned 
meat, edible oils and oilseeds, leather, 
hides and tanning materials. Russia al- 
ready has bought a large shipment of 
Argentine hides at prices considerably 
above the U.S. ceiling and has been 
bidding up the price of linseed oil. 

To the Argentine mind, the Russian 
deal is important because it makes their 
country less dependent than formerly on 
trade with the U.S. and the United 
Kingdom. 

Russia stands to benefit from her deal 
with Argentina, primarily because it 
gives her a commercial foothold in South 
America. She finds there a ready market 
for canned fish and fish products, wood 
and its products, petroleum products, 
coal, furs, farm machinery, sewing ma- 
chines, caustic soda, rosin and low- 
quality perfumes. She also gets a chance 
to establish her automobiles, trucks and 
busses in the Latin-American trade. 

Some of these items are in short supply 
in Russia. But she may divert short items 
to Argentina if she considers it politically 
and commercially profitable to do so. A 
demand established now in Latin Amer- 
ica will be useful when the condition of 
Russian economy permits a drive for 
foreign trade. 

Differences in ideologies, however, put 
a ceiling on collaboration between Soviet 
Russia and Rightist Argentina. Strong 
pride, a spirit of nationalism and devo- 
tion to the Catholic Church will prevent 
Argentina from being swung into the 
Russian orbit. And if Russia goes too far 
in attempting to spread communism in 
the Argentine, her representatives mav 
be ousted, as a Soviet trade mission was 
ousted 15 years ago for subversive ac- 
tivities. 

The preference of Argentina is to 
play an important role in inter-American 
affairs, to be recognized as a leader in 
the Western Hemisphere rather than as 
a follower of any power in the Eastern 
Hemisphere, She would like to have a 
prominent place in inter-American de- 
fense plans. 

Present indications are that Argentina 
is on the verge of realizing these am- 
bitions and that inter-American harmony 
is to be restored. 
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CONFLICTS LIE AHEAD 
FOR ITALIAN REPUBLIC 


Constitutional convention will bring 
many squabbles. Relations with Vatican 
and land reform are leading issues 


A new era of self-government now 
is to open for 45 million Italians. 

Italy, freed of Europe’s oldest ruling 
family, is to build the Continent’s young- 
est Republic on the ruins left by fascism 
and war. 

The rap of a gavel in Rome’s ornate 
Montecitorio Palace on June 24 will con- 
vene Italy’s first freely elected Assembly 
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ALCIDE DE GASPERI 
The Cabinet will be powerful 


in 24 years and the first real constitu- 
tional convention in Italian history. ~ 

The 556-member Constituent As- 
sembly will not rule Italy, however. It 
will concentrate on drafting a charter for 
the new Republic. 

Transition government. Until the new 
constitution is completed and put into 
effect, Italy will be governed in an un- 
usual manner. 

A temporary Chief of State, or Presi- 
dent, who will function for the 8 to 12- 


month life of the Assembly, will be 


elected by a three-fifths vote of the 
Assembly. He will exercise the powers 
held by the King until early this month, 
when the Italian people by a 2-million- 
vote majority became the fifth European 
nation since 1939 to abandon monarchy. 

The Cabinet which now governs Italy 
will resign. This Cabinet, headed by 
Christian Democratic Premier Alcide de 
Gasperi, is a coalition of the six parties 
that formed the underground Committee 
of National Liberation. 

A new Premier will be designated im- 
mediately by the Chief of State to form 
a new Cabinet. The Premier probably 
will be De Gasperi, unless he becomes 
President, since his party gained the 
largest number of Assembly seats in the 
June 2 election. The government he 
forms probably will be dominated by 
the three major parties which together 
obtained 75 per cent of the Assembly 
seats—the Christian Democrats, the So- 
cialists and the Communists. 

Authority of the Cabinet in matters of 
legislation will be almost unlimited. It 
will need Assembly approval only on 
international treaties and electoral laws. 
- Other questions can be submitted vol- 
untarily for Assembly approval, but their 
rejection would not automatically force 
the Cabinet’s resignation. The Assembly 
can break the Cabinet only by a majority 
vote of “no confidence.” 

Italy's constitution-makers include the 
ablest political leaders of all parties. 
Under the system of proportional repre- 
sentation used in the election, more than 
30 parties now have at least one repre- 
sentative in the Assembly. 

Of the three largest parties, the Chris- 
tian Democrats hold 35 per cent of the 
seats, the Socialists 21 per cent and the 
Communists 19. 

The moderate Christian Democratic 
Party, which is strongly Catholic and led 
by conservatives, has important Socialist 
elements in its rank and file, particularly 
among its younger members. Its an- 


nounced program is reformist and slightly 
left of center. It has made overtures to 
the Socialist Party for joint action, but 
these have been rejected. 

The Socialists also have rejected the 
pleas of their President, Vice Premier 
Pietro Nenni, for fusion with Palmiro 
Togliattis Communists. But remembering 
how the feuds among Italy’s political 
parties after the last war opened the way 
for fascism, the Socialists have agreed 
to co-operate with the Communists “for 
working-class objectives,” while maintain- 
ing their independence. 

The Communists have adopted a mod- 
erate line, denying that they are opposed 
to Catholicism, the traditional Italian 
concept of the family or even to private 
property. A recent article in the Com- 
munist newspaper Unita was headlined: 
“In Russia Private Property Is More 
Stable and Widespread Than In Any 
Other Country.” 

Co-operation by these three parties, 
which united to defeat the monarchy, 


‘ 
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PALMIRO TOGLIATTI 
The Socialists will co-operate 


is very likely in the interim government, 
since neither the Christian Democrats 
nor the Socialist-Communist bloc can 
command an effective majority. World 
Report staff correspondent George Book- » 
man, writing from Rome, says the result 
will be “a government somewhat left of 
center, more similar to England’s Labor 
Government than to Russia's Soviet re- 
gime.” Three-party co-operation in writ- 
ing the new constitution, however, may 
be more difficult. 

Major issues separate the Socialist- 
Communist bloc from the Christian Dem- 
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ocrats. Social, cconomic and _ religious 
questions, as well as political differences, 
are involved. 

An all-powerful Parliament is desired 
by the Leftists. They prefer a single 
house with complete control over the 
Cabinet. Rejection by French voters of 
a similar proposal, however, makes the 
Italian Leftists more amenable to the 
Christian Democrats’ desire for a two- 
house legislature. 

Limited executive power is urged by 
the Socialists and Communists, who re- 
member how King Victor Emmanuel 
turned the Government over to Mussolini 
in 1922. The Christian Democrats want 
a Chief of State with real authority. 

Land reform is favored in principle by 
all three parties. The Communists, who 
favor co-operatives similar to Russia's 
collective farms, want to write into the 
constitution specific provisions for divi- 
sion of large estates. The Christian 
Democrats, who want to create a class 
of small land-holders, prefer a general 
authorization for Parliament to legislate 
such reforms. 

Nationalization of basic industries, 
banks, public utilities and transport will 
also find the two blocs partly opposed. 
The structure of great industrial and 
financial monopolies created under Fas- 
cism still exists in Italy. The Christian 
Democrats will support the Leftists in a 
moderate program of state ownership of 
these trusts. But they will side with the 
Right in seeking to maintain for private 
enterprise as large an area of opportunity 
as possible. 
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ROYALIST DEMONSTRATION 


Local self-government will be de- 
manded by South Italians, who voted 3 
to 1 for the monarchy and rioted in 
Naples for a “separate kingdom” when 
King Humbert II was sent into exile by 
the 2-to-1 Republican vote of the more 
populous industrialized North. Sicily and 
Sardinia will demand complete autonomy. 

Church-state relations will provide 
another explosive issue for the Assembly. 
The Leftist parties, hitherto, have played 
down their anti-clerical views, fearing 
they would align the Vatican with the 
monarchy. Now that the King is out 
of the way, efforts will be made to limit 
the political and economic power of 
the Church. 

The recent election law, the first step 
in this direction, forbade priests from 
advising their congregations how to vote. 
This provision was criticized openly by 
Pope Pius XII and was disregarded by 
the Church, which campaigned actively 
against the Left. 

A fight in the constitutional convention 
will center on Mussolini's 1929 Concordat 
with the Vatican, which made Roman 
Catholicism the state religion. Commu- 
nists and Socialists have declared them- 
selves for a “lay state.” They want to 
return to Parliament authority to regulate 
church-state relations which now. are 
fixed under the 1929 treaty. 

Premier De Gasperi, a devout Cath- 
olic, is expected to lead the fight against 
revision of the Concordat. 

Education for democracy, which re- 
ceived great stimulus during the election 

campaign, will continue for. the Italian 
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people during the constitutional conveq 
tion. The debates will be public, an 
street-corner and cafe conventions 
over Italy will repeat the argument 
presented on the Assembly floor. 

Italy, awakening from a generation ¢ 
political shumber under fascism, is grippeg 
by a feverish interest in politics. Slateg 
were entered in the elections by 31 
parties, 25 of them nation wide. Women§ 
voted for the first time, and more thag 
75 per cent of registered voters went 
to the polls. 

This new interest in political demo 
racy is not all anti-Fascist. The nec 
Fascist Uomo Qualunque Party ha 
been gaining ground for the la 
year. This “Common Man” Party ob- 
tained about 1,200,000 votes in the June} 
2 elections. Headed by the former Fas- 
cist playwright-turned-editor Guglielma’ 
Giannini, it now holds the fifth largest? 
bloc of seats in the Assembly. 

The over-all picture, for the time be- 
ing, however, will not be much affected 
by Giannini’s showing. All Rightist par- 
ties together will be able to marshal! 
less than 100 votes out of the Assembly’s 
total of 556. 

The political pendulum, which swung 
far to the Left a year ago as a result | 
of Communist leadership of the resist- 
ance, has been moving gradually in the 
other direction. Now it has paused some-_ 
what left of center. 

This left-of-center Assembly now has 
the imposing task of giving a new con- 
stitution to a country known to the 
world as the “Mother of Law.” 
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The nation, after a generation of political slumber, is gripped by feverish interest in politics 
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RUSSIANS OPEN DRIVE TO WIN 
GERMAN YOUTH TO COMMUNISM 


Members of new organization, which 
includes former Hitler followers, are 
told to “look to the East” for salvation 


Russia is trying to organize the 
youth of all Germany into a new totali- 
tarian movement. 

This movement, now at least 200,000 
strong in the Russian zone of occupation, 
is spreading into the U.S., British and 
French zones, where it is tolerated by 
Allied authorities. 

Although it is called “The Free Ger- 
man Youth Movement,” the new organi- 
zation is dominated by the Russians. One 
of the pamphlets of the youth group de- 
scribes U. S., British and French policies 
as imperialistic and says: “The Soviet 
Union is a martial enemy of any kind of 
imperialism.” 

Look to the East. Thomas F. Hawkins, 
World Report staff correspondent in Ber- 
lin, radios: 

“Training schools already are organ- 
ized for youth leaders. At present, the 
organizers are mostly German youths 
trained in Russia. 

“Excluding the Berlin area, there are 
more than 200,000 members already en- 
rolled in the Russian zone of occupation. 
Branches are functioning in the Ameri- 
can zone at Stuttgart, Frankfurt, Wies- 
baden and Munich. There are similar 
branches in the British and French zones. 

“The membership includes former 
members of the Hitler Youth, some of 
whom have become group leaders. This 
so-called Free German Youth Movement 
is the only youth organization permitted 
in the Russian zone and forms a part of 
the Soviet Union’s recent trend toward 
building Germany into a strong, Rus- 
sian-dominated, area. 

“German youth, once taught by Hitler 
to look East for conquest, now are being 
taught to look East for leadership. One 
of the slogans of the new organization is: 

“*There is but one way for us to look, 
and that is to the East.’” 

In the Russian zone of occupation, 
an intensive recruiting campaign was 
launched, culminating in the movement's 
first congress at Brandenburg. The 700 


delegates assembled there early this 
month were addressed by Erich Honeck- 
er, a German Communist and head of 
the Youth Committee for the Soviet zone, 
and by Col. Sergei Tulpanov on behalf 
of the Soviet Military Government. 

The known membership in the Russian 
zone includes 16,600 in Brandenburg 
Province, 20,700 in Mecklenburg, 57,000 
in Saxony and 47,000 in Thuringia. 

In other zones of occupation the U. S., 
British and French authorities, complying 
with the occupation agreement, tolerate 
the Russian-sponsored group in competi- 
tion with church-sponsored and independ- 
ent organizations. But young delegates 





etm & 


HITLER YOUTH 


from the American zone who sought per- 
mission to attend the Brandenburg con- 
vention were refused it under a U.S. 
Military Government ruling banning poli- 
tics in youth movements. 

To meet this ban, the pro-Russian or- 
ganization held a congress for the U.S. 
zone at Stuttgart. The delegates who met 
there were 70 per cent Communist, 20 
per cent Social Democratic and 10 per 
cent from other political groups. 

In Berlin, the four-power governing 
council has not yet authorized the move- 
ment to operate throughout the city. But 
a committee operates in the Russian sec- 
tor of Berlin with one delegate from 
each of the city’s 20 districts. Nineteen 
of these delegates are Communists most 
of whom were trained in Russia. They 
have enrolled about 20 per cent of Ber- 
lin’s youth. 

The origin of the Russian-sponsored 
organization is an order by Marshal 
Georgi Zhukov, numbered 58 and issued 
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Wartime order—conquer, peacetime order—lead 





JUNE 20, 1946 * 9 





on July 7 last year, when Zhukov was 
Military Governor of the Russian zone. 
This order provided for the creation of 
an “anti-Fascist Youth Committee,” to be 
financed by the local German municipali- 
ties and to work with the local boards 
of education. 

Honecker, appointed chief for the 
Soviet zone, ordered the movement estab- 
lished in all zones by February 25, but 
the Russian-trained organizers failed to 
meet this schedule. Not until March did 
authorities in the Russian zone give the 
movement their official approval. The 
first cells of the youth group were estab- 
lished in the Russian zone of Berlin on 
April 26. 

The Russian-sponsored youth move- 
ment is clearly designed to replace the 
Hitler Youth as a rallying point for young 
Germans. All the attractions of the Ger- 
man youth organization save one—con- 
quest—are provided to draw members to 
the Russian group. Youth hostels, outings 
and hikes are part of the program. The 
organization is being encouraged by the 
Russians to campaign for the lowering 
of the voting age throughout Germany to 
18 years. The appeal for new members 
goes to Germans from 16 to 30. 

There is no parallel to this movement 
in Russia. The only youth movement in 
Russia outside the Government-sponsored 
industrial training schools is the Kom- 
somol, or Young Communist group. Only 
selected youths are admitted to this or- 
ganization, a training school for Com- 
munist Party members. But all German 
youths are urged to join the new Rus- 
sian youth movement. There are few 
limitations to Communist Party member- 
ship in Germany. 

The aims of the “Free German Youth 
Movement” are set forth in an official 
11-point program. The text of this pro- 
gram follows: 





MEIN KAMPF IN WAR 
Das Capital in peace? 
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“1. The establishment of a free and 
democratic Germany requires the mobili- 
zation of the entice German youth under 
the leadership of the National Committee 
for a Free Germany. 

“2. The aim of our work must be to 
bring all German boys and girls into the 
the Free German Youth Movement in 
order to create a United German youth. 

“3. Our task is to work in organiza- 
tions, associations and clubs with religious 
tendencies wherever they exist. The aim 
is to bring these groups into the Free 
German Youth Movement through close 
collaboration. 

“4. With respect to sporting and cul- 
tural organizations for youth, we must 
also work to incorporate them into the 
Free German Youth Movement. 

“5. Trustworthy anti-Fascists who 
emerged from former German youth 
movements must be the leaders of the 
Free German Youth Movement. 

“6. Special attention should be paid 
to winning over the feminine youth. They 
are in the majority. 

“7. Co-operative activities are to be 
planned for both sexes within the Youth 
Movement. The youth organizations 
themselves are to determine the manner 
of conducting such activities. 

“8. Democratic trade unions, to which 
all working youths are to belong, will 
represent their economic interests. 

“9. All the cultural needs of German 
youth, hiking, sports, games, music, thea- 
ter, motion pictures, youth hostels, etc., 
are to be promoted and directed by the 
Free German Youth Movement. 

“10. A carefully chosen staff of teach- 
ers must tend to the education of the 
German youth under the supervision of 
the NKVD [the People’s Commissariat for 
Internal Affairs, or Russian secret police, 
successor to the OGPU], and the Free 
German Youth Movement will have the 
final decision on the curriculum of sub- 
jects to be taught. 

“11. A good understanding between 
the German youth and the most pro- 
gressive youth movements in the world, 
especially the Russian youth, is one of 
the main objectives to be sought in order 
to regain equal rights for the German 
people and to secure permanent peace.” 

Propaganda now being issued by the 
Russian-sponsored organization is de- 
signed to build pro-Russian sentiment 
among young people throughout Ger- 
many. The youth movement has its own 


publishing house, the “Jugendverlag 
Neues Leben.” 
Books and _ pamphlets distributed 


through the youth movement in the Rus- 
sian zone are almost exclusively Marxist 
and anti-capitalist publications. Thou- 
sands have turned up in the U.S., Brit- 
ish and French zones, presumably sent 
across the frontiers. 

Such published propaganda is aug- 
mented by speeches of Moscow-trained 
youth leaders, many of them former 
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GERMAN SCHOOLBOY 
Behind the teachers—secret police? 


members of the Hitler Youth. One such 
speaker, as an example, told his young 
listeners: 

“Our foreign policy must be directed 
toward the East and Russia. Our entire 
economy must be directed and organized 
in conjunction with the East. If we were 
to deal with the West on any economic 
or political matter, ~ve would again sink 
down into the gutter.” 

Education sponsored by the pro-Rus- 
sian youth movement inside the Russian 
zone is mainly political. A school for 
youth leaders at Adelsberg, near Bautzen 
in Saxony, provides lectures on the simi- 
larities between German and Russian cul- 
ture, the flaws in the Versailles Treaty, 
and the reconstruction program and eco- 
nomic future of Germany, as defined by 
the Potsdam Agreement. 

At another school in Kamberg, Thur- 
ingia Province, an intensified course for 
candidates for youth leadership takes 
three months. Of the 150 German youths 
enrolled in the first course, 119 were Com- 
munists and the remainder were Social- 
ists. 

The opposition to this Russian at- 
tempt to win German youth to commu- 
nism so far rests in the voluntary church 
and Pathfinder, or scouting groups, 
formed in the U.S. and British zones. 
U.S. and British officials admit these are 
inadequate. Under existing occupation 
policies, they get little help. 

Persecution of non-Communist youths 
enrolled in the Russian-sponsored move- 
ment and the presence of former Hitler 
Youth officials among the leaders make 
many Germans outside the Russian zone 
skeptical and slow to join. But non-Rus- 
sian observers in Germany agree that the 
future of Germany rests largely upon the 
attitude of young Germans. Russia is 
making a determined bid for their sup- 
port. 
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18-YEAR-OLD BRITONS 
TO BEAR DRAFT LOAD 


Conscription plan to be revised and 
reluctantly extended to provide men 


for occupation and defense forces 


Great Britain intends to lean 
heavily on drafted 18-year-olds for mili- 
tary strength at least until the end of 
1948. 

Conscription for defense is a departure 
from British tradition in general and a 
particular reversal by the Labor Party, 
currently in power, of its past opposition 
to compulsory military service in peace- 
time. There is a prospect, however, of the 
draft becoming a long-term policy in 
Britain even beyond the period for which 
plans now are fixed. 

The basis for her conscription policy 
is this: World political tension and in- 
ternational commitments already made 
require that military preparedness be 
maintained despite the continuing re- 
lease of veterans and the uncertainties of 
voluntary enlistments. 

The pattern of conscription in Britain 
is taking shape at a time when the terms 
of an extended draft for the armed forces 
of the U.S. are developing from sharp 
debate in Congress. 

The military job. The largest Army 
obligation overseas for Britain now lies 
in her occupation zone in Germany. 
Around the Empire and at home, bases 
must be safeguarded from attack by 
land, sea and air. Eventually there is 
to be a British quota for the international 
police force of the U.N. 

From a wartime peak of 4% million 
men and half-a-million women in uni- 
form, about 10 per cent of the population, 
Britain expects to scale down to 1,100,000 
men and a token contingent of women 
by the end of 1946. As many as 330,000 
have been released in a single month. 

A campaign for volunteers is designed 
to enlist 250,000 men this year. But 
the intensive recruitment just starting, 
with pay bonuses and special privileges 
as inducements, is facing stiff competition 
for man power from peacetime industries. 
Britain is not counting upon a flood of 
enlistments to reduce her draft calls. 
Instead, any strength gained through 
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LABOR MINISTER ISAACS 
Reflected the world’s uneasiness 


volunteering is to be applied to speeding 
up the release of veterans. 

The draft program. The present prac- 
tice of drafting men between 18 and 30 
is to be abandoned next January 1 in 
favor of a two-year plan along these lines: 

For 1947 and 1948 the draft is to be 
concentrated upon the induction of 18- 
year-olds. 

Youths inducted in 1947 are to serve 
for two years. The term is to be reduced 
progressively until December, 1948, 
when those called up are to be subject 
to only 18 months of service. 

Britain estimates that about 290,000 
18-year-olds will be eligible nominally 
for drafting in 1947 and approximately 
the same number in 1948. It is planned 
that only about 190,000 would be in- 
ducted annually. Most of the remaining 


100,000 would be deferred in order to 
finish their education or to complete 
apprenticeships in technical skills. The 
others, it is expected, would already have 
enlisted voluntarily, or would have been 
passed over for medical reasons. 

More specifically, students born after 
Oct. 1, 1927, and admitted to universities 
before the end of 1946, are to be deferred 
from service until the end of their uni- 
versity course. Candidates for the equiva- 
lent of U. S. high school diplomas are to 
be deferred sufficiently to enable them 
to take their final examinations in the 
year in which they become 18 years 
of age. Those who are accepted by uni- 
versities are to be eligible for further 
draft deferment. 

Advantages in service. Within the 
British armed forces exceptional oppor- 
tunities are to be given the youthful 
draftees. They are to have a choice of 
the branches of service—Army, Navy 
or Air Force. While in uniform they are 
to be trained with an eye to their post- 
service usefulness as well as for the 
needs of the military. The Royal Air 
Force is to offer more than 100 types of 
specialized training. 

Older draftees. All the draftees called 
up for service before 1944 are to be 
mustered out by the end of 1947 and 
all conscripts in uniform at the end of 
1946 are to be released before 1949. 
The goal is to wind up by the beginning 
of 1949 the emergency system of indefi- 
nite conscription and to have substituted 
completely a peacetime scheme of mili- 
tary service by younger men. 

The British prospect. Considerable 
opposition still exists in Britain to the 
program set forth in a Government 
statement (White Paper). The plan is 
being debated further in the House of 
Commons, where it was presented by 
George Isaacs, the Minister of Labor and 
National Service. 

The argument frequently is made 
that land forces will decline in impor- 
tance in an era of atomic armament and 
consequently the strength of a nation’s 
military establishment is to be judged 
in terms of its capacity for aerial warfare 
and its scientific equipment rather than 
by its numerical man power. 

Another criticism is that the 18-year- 
old age group will be unusually small 
in total numbers in Britain in the years 
ahead and the withholding from civil 
life of a large part is certain to upset 
industry and the professions. 

The Labor Government replies that 
it shares the eagerness of its critics to 
taper off conscription, but until and 
unless an uneasy world becomes more 
stable the draft must be continued. 
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WILL YUGOSLAVS TAKE 
TRIESTE BY FORCE? 


Tension grows in disputed Adriatic city. 
Allied occupation authorities watch 
Belgrade’s moves toward mobilization 


Trieste will be internationalized or 

there will be no peace terms for Europe. 

This is what the people and the official 

groups occupying Trieste think as repre- 

sentatives of France, Britain, Russia and 

the U.S. make another attempt to solve 
the issues that are blocking peace. 

In Paris last May, the four Foreign 
Ministers agreed only on the principle of 
internationalization of the port of Trieste. 
Unless they go one step farther and agree 
on internationalization of the city as well, 
no solution now is suggested than can 
bridge the gap between Russia and the 
Western Powers. 

Russia now insists that Trieste and the 
Province of Venezia Giulia, in which it is 
situated, must go to Yugoslavia. Russia 
will accept no division of this territory. 

On the other side stand the U.S., 
Britain and France, who want to divide 
Venezia Giulia between Italy and Yugo- 
slavia according to national origin of the 
population. This division would give to 
Italy the city of Trieste, whose popula- 
tion of a quarter million is about 80 per 
cent Italian. 

Negotiators hope Russia eventually 
will agree to some division of Venezia 
Giulia. But they have no grounds for 
hoping that either Italy or Yugoslavia 
will agree to give the city of Trieste to 
the other. 

Crucial month. George Bookman, 
World Report staff correspondent, re- 
ported last week from Trieste that the 
city’s troubles will be big ones from now 
on. Allied authorities patrolling west of 
the Morgan Line (shown on the map on 
page 13), which separates the British- 
American zone from the area occupied 
by Yugoslavia, agree with Italians and 
Yugoslavs that this is the crucial month 
for peace in the contested port and the 
Istrian Peninsula to the south. 

Bookman reports: 

“Both the Italians and the Yugoslavs, 
now engaged in a contest for domina- 
tion of the area, realize that street dem- 
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onstrations, slogan writing and political 
parades are unlikely to affect the dispo- 
sition of the area. Such demonstrations 
have been tried many times. They oc- 
curred when a four-power boundary com- 
mission from the U.S., France, Britain 
and Russia came to investigate claims to 
the area. The demonstrations had no ef- 
fect whatsoever on the commission’s 
recommendations. 

“The people of Venezia Giulia now are 
awaiting tensely the recommendations of 
the Foreign Ministers of the Big Four. 
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TRIESTE INCIDENT 
The judgment of Paris was needed 
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They think that the Yugoslavs either will | 
accept these recommendations or make a_ 
large-scale attempt to seize the area by’ 
force, and see what the world would do = 
about it. ! 

“The occupying authorities plainly are 7 
nervous.” ; 

Officers of the U.S. 88th Division are ™ 
watching closely the Yugoslav Govern- 7 
ment’s preparations for general mobiliza-* 
tion. The British and Americans have 7 
only about 50,000 trocps in the Trieste 7 
area, compared to three times as many 7 
Yugoslav soldiers. They all wonder what 7 
is to follow the visit to Moscow early 7 
this month of Yugoslavia’s ruler, Josip 7 
Broz (Marshal Tito). He was accom- | 
panied by the Commander in Chief of © 
his armies, by the chief of OSNA, the | 
Yugoslav secret police, and the President 
of the Yugoslav State of Slovenia, which 7 
is claiming Trieste. | 

The once-busy port of Trieste is likely * 
to wither unless the European situation 7 
is straightened out. There now are 37,000 
unemployed in the Venezia Giulia area. — 
Of those employed, 40 per cent are en- 
gaged in public works projects and 20 | 
per cent in Allied military employment. 
Thus, only 40 per cent have normal 
jobs. 

The large insurance companies are 
eager for the area to remain Italian, but 
a large number of the workers in Trieste 
are Communists who want to be ruled by 
Tito. In the middle stand groups asking 
that the area be internationalized. 

A small group of Slovenes, a Slav peo- | 
ple, openly oppose Tito in the Gorizia |} 
area north of Trieste, but their strength 
is small compared to the mass of Slovenes 
favoring Yugoslav control. 

The question now has become a con- 
test between the Italian and Yugoslav na- 
tionals on one level and a struggle be- 
tween U.S.-Britain and Russia on a 
higher level. 

Russia has much to gain by obtaining 
the entire Province for Yugoslavia. 

These gains would be largely in pres- 
tige. Russian political control over Yugo- 
slavia now is so strong that she keeps no 
Russian troops on Yugoslav soil. Should 
she gain Venezia Giulia for Yugoslavia, 
Russia could proclaim to the world that 
her success demonstrated the value of 
Russian friendship. 

Strategic advantages would be ac- 
quired by Russia through control of 
Trieste, a major port of the Adriatic, 
which touches the shores of Italy. Rus- 
sia wants this port in friendly hands. 
Recent elections in Italy, in which ‘he 
Communists stood in third place, showed 
Italy is inclined more to the Western 
Powers. 










































Economically, Russia sees Trieste as a 
possible outlet for Balkan and Central 
European trade. Trieste now handles 90 
per cent of the supplies from the United 
Nations Relief and Rehabilitation Ad- 
ministration for Yugoslavia and _ all 
UNRRA supplies for Austria. 

The large Italian shipyards at Mon- 
falcone and Trieste are a great induce- 
ment to the Russians to seek Venezia 
Giulia for Yugoslavia. They produced 54 
per cent of Italy’s entire merchant ma- 
rine and naval fleets before World War 
If and built such luxury liners as the 
Conte di Savoia. About 25,000 ship- 
workers normally earn wages that sup- 
port one eighth of the population of 
800,000 Italians and Yugoslavs who live 
in the region. 

These yards now are almost idle ex- 
cept for work on a couple of vessels for 
Norway and on projects for the British 
Ministry of War Transport. Others are 
reluctant to place orders while it is un- 
certain which nation will rule the area. 

Britain is taking a firm stand against 
Yugoslav acquisition of Trieste. Britain’s 
Foreign Minister, Ernest Bevin, says the 
Venezia Giulia prob!em should be solved 
by internationalizing the port of Trieste. 
(See text, page 42.) Bevin emphasizes 
the need ot internationalizing the port so 
that the trade of Central Europe and the 
Balkans will not be transferred to Ger- 
man ports on the North Sea. The Rus- 
sians agreed in principal, but are block- 
ing internationalization of the port until 
full agreement can be reached. 

The British now are to modify their 
former demands for division of Venezia 
Giulia along the line on the Istrian Penin- 
sula proposed by President Woodrow 
Wilson after World War I. Britain and 
the U.S. are expected to accept a line 
proposed by the French. 

The French proposal for the division 
of Venezia Giulia, together with a 
scheme for the internationalization of 
Trieste, if backed by Britain and the U.S., 
may provide a solution. The Italians 
would have no other alternative than to 
accept under such pressure. But the 
Italians do not like the plan. They point 
out that the French line gives Yugoslavia 
the naval base of Pola, the Arsa coal 
mines and the Albona bauxite mines. 

This division would cut across rail lines 
leading to Trieste and leave the city 
flanked by a corridor only five miles wide. 
The Yugoslavs hint they will place re- 
Strictive freight rates on the railroad, pre- 
venting its use for the supply of Trieste, 
if the city is not given to Yugoslavia. 




























breeding unrest. That is why authorities 
charged with maintaining order in Trieste 
as trustees until the area is settled be- 
lieve that if a solution is not reached in 
Paris there will be trouble. The only way 
to avoid this trouble now appears to be 
in placing the city under international 
control. 
















Uncertainty as to the peace terms is — 
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BELGIANS FACE ECONOMIC CRISIS 
DESPITE BIG INDUSTRIAL SPURT 


Government tries to enforce 10 per cent 
cut in prices to forestall widespread 
strikes that might topple the regime 


Belgium, the first of Europe’s lib- 
erated countries to stabilize its currency, 
now faces its first postwar crisis. 

Rising prices and the Government's 
drastic efforts to reduce them have 
brought the crisis into the open. Trade 
unions, Socialist as well as Catholic, 
threaten widespread strikes if prices do 
not come down. 

The situation is becoming so serious 
that the Government may have to take 
steps almost as far reaching as the cur- 
rency-stabilization program it used to 
stave off inflation when the Germans 
were driven out. At that time, money in 
circulation was cut in half. Cash became 
so scarce that its buying power rose and 
prices dropped. The plan succeeded in 
ridding Belgium of the paper money is- 
sued during the occupation and gave the 
country a sound currency. 

Lately, the plan has gotten out of gear. 
Industrial recovery has been rapid, but 
black markets and illegal exports have 
kept goods scarce. This scarcity has driven 
prices up. Thus, the current crisis has 
arisen. 

Money is plentiful because the liber- 
ated country is working hard. But people 
cannot buy the things they need. 

Goods are scarce for two reasons: 
Much of the country’s production is ex- 
ported to pay for raw material and food 
imports Belgium must have, but the im- 
ports have been slipping into the do- 
mestic black market. Also, Belgian goods 
needed at home are being smuggled out 
of the country and delivered into the 
black markets of France and the Nether- 
lands, where even better prices can be 
obtained. Belgians must do without. 

A Government dilemma now has re- 
sulted. On the one hand, the Government 
wants to interfere as little as possible with 
private business. There have been no 
nationalizations. Controls on foreign trade 
have been loosened. With the exception 
of food, most Belgian purchases abroad 
are made by private firms. An increasing 
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quantity of goods can be exported with- 
out Government licenses, despite the 
shortages at home. 

On the other hand, prices have to 
come down. The alternative is widespread 
strikes that might bring the downfall of 
the regime, or a general wage increase 
that nobody wants because it would 
throw the country into inflation. The 
Government knows that a reduction of 
prices is the only way out. 





—Press Association 


LEOPOLD 
Spearhead for a bloc? 


A price slash of 10 per cent, to be 
brought about within two weeks, was 
decreed on. May 14. It covers everything 
from bread to train fares. Violators face 
prison terms up to five years, fines rang- 
ing from 100,000 to 1 million francs, 
seizure of their stocks and padlocking 
of their shops. Firms selling below the 
10 per cent markdown are to be allotted 
additional goods. 

More than 2,000 violators were prose- 


cuted within the first 10 days. The black 
market has been driven into hiding. 

Prices have come down, but not 
enough. So far, the unions have not 
struck. If the gap between wages and 
prices can be narrowed, Socialist trade 
unions will pledge their support to the 
Government. 

Belgian Socialists are not revolution- 
ists. Belgian Communists, who have con- 
siderable influence in the trade unions, 
know that economic disturbances would 
not be welcomed in Russia. Belgium has 
been, and is about to become again, the 
world’s greatest exporter of steel and 
steel products per head of the popula- 
tion. Russia needs Belgian steel. In the 
event of a national strike, the present re- 
gime, in which Socialists, Communists 
and Liberals are represented, might be 
replaced by a Christian Social or Catholic 
Government. A swing to the Right could 
result in the restoration of King Leopold 
under whom Belgium may become the 
spearhead of a West-European bloc, 
which Moscow fears. 

The crisis, under such conditions, is 
likely to end in a compromise. Compro- 
mises are a Belgian tradition. With two 
languages, French and Flemish, big cor- 
porations and militant trade unions, little 
Belgium can endure only through com- 
promise. 

Conditions fundamentally are sound. 
Former President Herbert Hoover says: 
“Belgians are working harder than any 
other West-European nation. They know 
how to work and are willing to work.” 
Their difficulties are growing pains. 

Belgium’s gold reserve of 755 million 
dollars is larger than that of any other 
country on the Continent, with the ex- 
ception of Switzerland and France. It 
still is increasing. The foreign debt is 
not much larger than before the war. 
Belgium does not expect to borrow heav- 
ily abroad. The budget will be balanced 
by current receipts. Exports pay for a 
good proportion of imports. 

Imports from overseas are easing the 
strain on the domestic market. Of the 
250 million dollars earmarked for pur- 
chases in the U.S. during the current 
year, more than half is to be spent on 
food. Other important items are cotton, 
machine cools and transportation material, 
including 80 locomotives. 
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ANTWERP-STREET SCAR 
Another crisis is now in the open 


Belgium’s recovery, fer ahead of all 
other liberated countries, is due to several 
factors: 

Industry and coal mines have come out 
of the war virtually unscathed. The Ger- 
mans kept machines and permanent in- 
stallations in good condition. They even 
completed public works. and industrial 
projects started before the war. Europe's 
most modern inland waterway, the King 
Albert Canal, connecting Antwerp with 
new coal basins, was opened to traffic 
in 1941. Belgium’s new freighter, Stave- 
lot, which recently arrived in New York, 
was built by Belgian shipyards under the 
Germans and completed after the liber- 
ation. As a whole, Belgium’s industrial 
equipment is up to date. 

Antwerp’s port is intact. Its competi- 
tors—Rotterdam, Amsterdam, Hamburg 
and Bremen—are badly damaged. In 
1937, Antwerp handled more foreign 
traffic than New York—23% million tons 
of merchandise, of which nearly half was 
in transit. Today, Antwerp is the chief 
maritime gateway to the Continent. 

Foreign investments remains substan- 
tial. Belgium’s two principal banks, the 
Societe Generale and the Banque de 
Bruxelles, were among the world’s larg- 
est industrial holding companies. Some 
of the most important international 
trusts, cartels and trade associations had 
their seat in Belgium, among them the 
S.O.F.I.N.A., a 500-million-dollar com- 
bine (prewar value) controlling public 


utilities throughout Europe, South Amer- - 


ica and the Near East. 

The Congo colony, rich in copper and 
gold, is gaining steadily in importance. 
It is one of the world’s principal sources 
of uranium, the only basic material suit- 
able for atom splitting. Soaring Congo 
exports of nonferrous minerals, palm oil 
and other tropical products account for 
Belgium’s favorable Lend-Lease balance. 
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BELGIANS AT WORK 
Compromise is a national tradition 


Long-range prospects depend on the 
future development of Europe. Belgium 
is one of the leading industrial producers, 
but the transportation of goods, the 
processing of imported raw materials and 
the re-export of half-finished or finished 
products are the main bases of her econ- 
omy. More than half her economy is 
based on foreign trade, much of it with 
the Continent. 

Restoration of foreign trade is Bel- 
gium’s chief economic objective. She has 
supported U. S. proposals for an Interna- 
tional Trade and Employment Conference 
and tariff reductions. Belgium practices 
what she preaches to others. Luxem- 
burg and Belgium are one customs ter- 
ritory. A recent agreement with the Neth- 
erlands calls for progressive reduction of 
duties. A similar, although less compre- 
hensive agreement, is being discussed 
with France, which ranks first in Bel- 
gium’s exports and imports. Mutual tariff 
reductions will facilitate trade with the 
Scandinavian countries. 

Belgium’s worry. A militarily weak Ger- 
many is a condition of Belgium’s security, 
a flourishing Germany, a condition of 
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ANTWERP—DOCK UNSCATHED 
Competitor ports are badly damaged 


her prosperity. Germany’s economic de- 
cline may cost Belgium 10 per cent of 
her foreign trade. At least one third 
of Antwerp’s transit traffic would be 
snuffed out. 

Overseas countries are likely to com- 
pensate Belgium for lost European mar- 
kets. Belgian trade missions in the U. S. 
intimate that Belgium may have to cur- 
tail her purchases there unless America 
buys more Belgian goods. A Belgian 
trade mission is touring South America. 
Commercial agreements have been con- 
cluded with Argentina. In Brazil, Belgo- 
Luxemburg steel sells at prices 30 per 
cent higher than those for U.S. steel, 
which is not available. Belgian and Lux- 
emburg interests have a big stake in 
Brazil's steel industry. Investments in 
India and China facilitate exports. 

Future. Belgium’s overseas ties are 
growing stronger. In Europe, Belgium 
hopes to become the principal distributor 
of U.S. goods. She already has one of 
the largest assembly plants for American 
automobiles. New assembly plants for 
agricultural implements, business ma- 
chines, refrigerators and radios may be 
built. 

Public opinion favors an economic 
alignment of Germany with Western 
Europe and international management of 
Ruhr industries, but opposes French ab- 
sorption of the Rhineland and Ruhr. If 
Eastern Germany remains under Russian 
control, Belgium will become the eco- 
nomic pivot of Western Europe and the 
Continent’s principal link with overseas 
areas. Trade relations with Russia and a 
tradition of compromise give Belgium the 
role of a moderator in a West-European 
group of nations. Whatever the political 
color of her Government, she will seek 
to avoid being drawn into an aggressive 
anti-Russian bloc and will exert her in- 
fluence in the interest of peace. 
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INDUSTRY BUILT FOR WAR GIVES 
AUSTRALIA NEW ROLE IN PACIFIC 


Commonwealth’s economic growth 
strengthens her influence in Far 
East. May capture some Jap markets 


Australia is emerging as the offi- 
cial voice of Britain in Pacific affairs. 
This fact is typical of the increasingly 
important part the Australian Common- 
wealth is taking in world affairs. 

Australia’s ties with the British Empire 
are closer than ever. But now she moves 
in the postwar world more as a partner 
than as a dominion. 

An Australian speaks for Britain in the 
Allied Control Council in Tokyo. 

An Australian general commands all 
Britain’s occupation forces in the Pacific. 

Soldiers of the Commonwealth make 
up a third of the British garrison troops 
in that wide area. 

Australia’s Minister of External Af- 
fairs, Herbert V. Evatt, is playing a lead- 
ing role in deliberations of the United 
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BRIDES FROM BRITAIN 
The passage is free 
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Nations Security Council, just as he did 
in the U, N. Charter Conference at San 
Francisco. Evatt signed the U.N. report 
on Franco Spain. He represents the Com- 
monwealth on the United Nations Atomic 
Energy Commission. 

Behind these activities, now reaching 
into almost every phase of world affairs, 
is the strong likelihood that Australia is 
to replace Singapore as the center of 
British Empire defenses in the Pacific. 
Some British leaders see ahead to the day 
when Britain’s Eastern fleets will have 
their home bases in Australian ports. 

At war Australia’s total enlistments 
passed the million mark, an impressive 
figure for a country of 7 million people. 
Her casualties were 95,923, including 
31,123 killed. 

At peace, intent on retaining wartime 
military recognition, she is keeping 29,- 
000 troops on garrison duty in the Pa- 
cific. She has munitions-making facilities 
located in an area far removed from any 
possible aggressor. Her aircraft plants are 
turning out military planes. 

Industrial expansion is an important 
key to the permanence of Australia’s new 
Pacific position. Manufacturing industries 
were expanded through the pressures of 
war production. They are not yet suffi- 
cient to take over Japan’s prewar role as 
the industrial leader of the Pacific, but 
Australia will take a share of Japan’s lost 
trade and at the same time make herself 
more nearly self-sufficient. 

Steel production doubled between 
1936 and 1944. Output now is nearly 2 
million tons a year. For the first time 
Australia is to be a steel exporter. The 
growing industry is fed by an abundant 
supply of high grade ore. . 

Many new types of steel, including a 
good stainless variety, were produced for 
the first time during the war. 

Much of the increased steel production 
will go into local manufacturing. Auto- 
mobiles, trucks, tractors, mining equip- 
ment, prefabricated houses and home 


electrical appliances are to be produced, 
some for the first time. 

Automobiles. Australia plans to com- 
pete with the U.S. and Britain in the 
automobile industry. Road tests are now 
being made of the first all-Australian 
model, a standard, medium-sized vehicle 
which will be produced by the General 
Motors-Holdens Company. 

Production costs will be low, if present 
wage-price levels are maintained. For ex- 
ample, an Australian automobile worker 
gets $18 a week while a man doing the 
same work in Detroit averages $46. 

Aviation. Plans are well advanced for 
Australia to build her own commercial 
aircraft. She is now turning out four- 
engined Lincoln bombers and a Tudor II 
for military transport. During the war 
she produced fighters and twin-engined 
bombers and long has made her own 
training planes. 

Textile mill capacity has been en- 
larged. Australia, formerly a big importer 
of finished cloth, not only outfitted her 
own armed forces during the war but 
also took care of civilian necessities. 
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The ore is high grade 
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Numerous foreign markets await her tex- 
tiles, but production hasn’t yet caught up 
with domestic needs. Civilian rationing 
has been relaxed slightly and the war 
veterans must be outfitted. 

Major obstacles stand between Aus- 
tralia and her goal. 

Coal production has declined steadily 
since 1942. Coal exists in abundance 
but the industry needs more mechanical 
equipment and has been plagued by 
strikes and man-power shortages. Pro- 
duction now is far below the annual 
domestic needs of 14% million tons. 

Oil is lacking, another serious handi- 
cap. Australia gets a little fuel from shale 
oi! found in New South Wales and 
Tasmania. No major oil deposits have 
been found on the Continent, but geol- 
ogists have not abandoned their search. 

Transportation systems have serious 
defects. The State-owned lines have dif- 
ferent gauges and cargo must be trans- 
ferred at State borders. The Government 
has approved a 715-million-dollar pro- 
gram for expansion of the railroads and 
standardizing the track widths. It is a 
15-year program. 

Gold, needed for foreign exchange, 
must be produced. War halted gold min- 
ing and now Government assistance is 
being offered mine owners in an effort 
to speed up production. Australia in- 
tends to become once again one of the 
world’s five leading gold producers. 

Wool, Australia’s greatest export, can 
be one of her greatest problems. In pre- 
war years she provided one fourth of the 
world’s supply. It was the largest single 
factor in her economy, worth more than 
200 million dollars annually. 

Now she is concerned over the huge 
wool stock piles built up during the war, 
mainly in the United States, Argentina, 
South Africa and at home. Formerly Ja- 
nan was one of Australia’s best customers 
for wool, but that market is gone for at 
least several years. Australians are wor- 
ried over the great strides made in the 
development of wool substitutes, because 
large-scale usage of synthetic fibers would 
wreck their wool industry. No longer 
can they rely on wool income for such an 
important share of the country’s wealth. 

Population is the greatest obstacle to 
Australia’s economic growth. The Com- 
monwealth, almost as large as the United 
States in area, has a population smaller 
than New York City’s. More people are 
needed desperately. 

Immigration is to be depended upon 
to build population, but Australia is par- 
ticular about the people she will accept. 

The Labor Government hopes for. 35,- 
000 immigrants from the United King- 
dom by the end of next year. Shortages 
in shipping will curtai] this program un- 
less the new settlers agree to troopship 
accommodations for the nearly 12,000- 
mile trip. 

After 1947, the Government goal is 
70,000 immigrants annually. Free pass- 


age to Australia has been offered British 
war veterans and their dependents. The 
Government also will pay part of the fare 
for British non-veterans. If she can’t get 
enough settlers from the British Isles. 
Australia will accept Americans, Scandi- 
navians, Dutch and Swiss. She prefers 
them in the order named. 

Australia hasn’t flatly refused to take 
some of the displaced millions of Europe 
but hopes to fill her quota with immi- 
grants more to her liking. She has made 
it clear that no more Italian or German 
settlers are wanted because they haven’t 
assimilated satisfactorily in the past. 

Immigration regulations are carefully 
framed to exclude Asiatics. “White Aus- 
tralia” is merely a colloquial term and 
doesn't appear in the immigration act. 
But, the law provides that any person 
may be refused admission if considered 


vider. British warships are being used to 
rush Australian grain to India, which is 
on the verge of famine. To meet export 
quotas, she has retained wartime ration- 
ing and reduced grain reserves for seed 
and stock feed. Her 20,000-ton rice crop 
is withheld from the local market so it 
can be sent to Asiatic people to whom 
it is a vital commodity. 

A bumper wheat crop is likely this 
year—one which may break the 1932-33 
record of 214 million bushels. 

Australia expects to export 1% million 
tons of wheat and flour this year. The 
bulk will go to Britain and India but 
some will assist Asiatic neighbors only 
recently freed from Japanese occupation. 

Meat production is nearly 2 million 
tons annually. More than 40 per cent is 
exported. Bulk of the export goes to the 
United Kingdom. 
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undesirable and cannot pass a brief test 
in European language. Many unwanted 
persons have been kept out by simply 
giving them their test in Gaelic or some 
other uncommon language. 

Revision of the “White Australia” pol- 
icy is not likely. The Labor Party fears 
admission of cheap labor would endanger 
the country’s relatively high living stand- 
ard. Also, they credit Australia’s early 
refusal to admit Japanese immigrants 
with saving the country from the World 
War II fate of Malaya and the Dutch 
East Indies. 

Food is the Commonwealth’s greatest 
asset now. This year she will export 2% 
million tons of grain, meat, dairy prod- 
ucts, fruit and vegetables. 

She is UNRRA’s fourth largest pro- 
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Dairy products rank second in Aus- 
tralia’s national income. In normal years 
exports amount to 75 million dollars. Be- 
tween July, 1945 and March of this year, 
more than 102 million pounds of butter 
were exported. a 

For her future role as a Pacific power, 
Australia is assured of Britain’s assistance, 
mainly because today the tables are 
turned, with Britain needing Australian 
bases, defense industries and food more 
than Australia needs British security. As 
a major food exporter, Australia has an 
added advantage as she sets forth in 
quest of industrial prominence. She can 
grow slowly, with the security of know- 
ing her agricultural surpluses will cushion 
any disruption in her economy during 
the transition period. 
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WHY ICELAND IS KEY 
TO WAR IN ATLANTIC 


Island’s position makes air and 
naval bases of vital importance. 


U.S. and Russia 


Russia and United States are bid- 
ding against each other for the good will 
of Iceland, vital keystone to Arctic and 
North Atlantic defenses. 

Important to the future plans of each 
is the coming Icelandic election. The out- 
come can decide which of the world’s 
two big powers is to have the friendship, 
and military support, of the island whose 
air bases dominate the Arctic Circle. 

Basically, both the U.S. and Russia 
are interested in the same thing: The 
permanent disposition of Iceland bases 
which the U.S. now holds temporarily. 
The decision must be made by the Ice- 
land people. 

Russia’s moves now are aimed at 
building up friendly trade ties with Ice- 
land. The two governments have closed 
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ICELANDIC FISHING VILLAGE 


Would the U.N. find a red herring? 
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seek nation’s favor 


an agreement which gives Iceland fa- 
vorable prices on both export and import 
trade with the Soviet. 

Under the agreement, Russia will buy 
12 million dollars worth of Iceland’s fish, 
a big share of the island’s leading indus- 
try. The prices that Russia will pay are 
30 to 50 per cent above current market 
value. In return, Russia will supply Ice- 
land with 20,000 tons of coal and a sup- 
ply of lumber which the Arctic island 
needs. 

In addition to the goods, a small trade 
balance due the Icelanders will be paid 
in U.S. dollars. This provides the island 
with needed dollar exchange for pur- 
chases in the United States. 

The trade agreement follows a Russian 
press campaign against U. S. interests in 

‘ Iceland. Russian newspapers 
ask why United States troops 
are still being kept on the 
island and accuse the U.S. 
of buying land for the estab- 
lishment of a permanent Ice- 
land air base. The U. S. State 
Department has denied off- 
cially the charge of land pur- 
chases. 

U.S. moves toward Ice- 
land are less direct than Rus- 
sia’s. The United States will 
leave the decision on bases 
to the Icelanders and the 
United Nations. The U.S. 
troops, which first landed in 
Iceland in July, 1941, have 
been reduced from 45,000 
men to 842. Those left are 
mainly technicians at Meeks 
Field, a base of the Air Trans- 
port Command. 

The United States Govern- 
ment has told Iceland that it 
considers the bases important 
to the security of the Western 
Hemisphere. But it suggests 
that the Iceland Government 
place the installations at the 


a 


disposal of the Security Council of the 
United Nations. 

If Iceland agrees to the United States 
proposal, American troops may continue 
to man the bases. When Iceland submits 
the issue to the Security Council, the 
U.S. will veto any suggestion that the 
bases be occupied by any nation other 
than the United States or Iceland. The 
Iceland Government doesn’t want to 
shoulder the burden of the 4-million-dol- 
lar annual expense necessary for the 
maintenance of Meeks Field, and prob- 
ably would agree to U.S. participation 
in the upkeep. 

Icelandic reaction. What Iceland will 
do about the status of bases on her soil 
will be decided by the peozle. An elec- 
tion to the Althing, the oldest parlia- 
ment in the world, is scheduled to 
take place June 30. The results of this 
election will indicate the attitude of 
the Icelanders toward U.S. and Russian 
overtures. 

Any increase in the strength of the 
Communist Party, now weakest of the 
four parties, may be interpreted as a 
vote against the United States. In the 
present Althing, which is elected by pro- 
portional representation, Communists 
hold 10 of the 52 seats. However, their 
position in the present Government is 
much more powerful than what is in- 
dicated by this representation. In the 
coalition cabinet of six members, the 
Communist Party holds two seats. This 
is a result of the refusal of the Pro- 
gressive Party to participate in a national 
Government formed by the Conservative 
Party. 

Recently, a Communist proposal in the 
Cabinet that the Government forbid the 
granting of bases to an outside power 
was defeated by a 4-to-2 vote along 
straight party lines. Previously, the 
Althing voted 34 to 13 against a similar 
proposal. 

In campaigning for the coming elec- 
tions, the Communists are urging that 
the Government take action to get the 
United States to remove its troops. Credit 
for the favorable trade agreement with 
Russia also is being claimed by the Com- 
munist Party. 

The Conservative Party, headed by 
Olafur Thors who is both Premier and 
Foreign Minister, is also against the ces- 
sion of bases to any power. The Prime 
Minister has made no commitment to the 
U.S., but has not closed the door to 
further negotiations. The Social Demo- 
cratic and Progressive parties follow a’ 
similar policy. 

Strategic Implications. The policy 
that the Icelanders adopt on June 30 will 
have an impact on world affairs far 
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greater than the size or population of the : the end of World War II. The develop- 
country would indicate. ment of bombers with a round-trip range 

As a naval base, Iceland is in a vital of 10,000 miles will make the Arctic— 
position on the North Atlantic shipping the shortest distance between the U. S. 
routes. It can serve as a base for sub- ' : : and Russia in Europe—an important mil- 


itary theater in any future world war. 
In such a war, Iceland would occupy 
a key position on the flanks of the twc 
countries. 

Both the United States and Russia 
have been developing potential military 
bases in the Arctic, Russia criticizes the 
U.S. and Canada for such military ma- 
neuvers as “Frostbite” and “Muskox” 
which were designed to test military and 
naval equipment under Arctic conditions. 

The Russians claim that the United 
States is negotiating with Denmark for 
the possession of weather stations in 
Greenland. U.S. officials point out that 
such weather stations are being turned 
back to Denmark as rapidly as Danish 
personnel can be trained. Greenland, 
known as the “weather breeder” for 
Europe, also is important in Arctic 
strategy. 

A case for the U. N. Because of its 
strategic position, Iceland may be the 
subject for consideration by the United 
Nations. What becomes of Iceland may 
be the test case on disposition of bases 


marines, as a port for warships escorting 
convoys, or as a headquarters for air- 
craft on antisubmarine patrols. 

As an air base, the island dominates 
the rim of the Arctic Circle and is an 
important supply depot for flights across 
the Atlantic. Iceland is on the Great 
Circle route, approximately halfway be- 
tween New York and Moscow. 

As apex to a defense triangle, Iceland 
is important to the defense of both the 
European and North American conti- 
nents, Together with Greenland and 
Newfoundland, the island forms a vital 
defense triangle protecting the indus- 
trial area of Northeastern United States. 
In conjunction with Scotland and Nor- 
way, Iceland forms the defensive triangle 
guarding the northern approaches to 
Europe. 

Iceland is too distant from world in- 
dustrial regions to be used as a rocket 
hase in the foreseeable future. Until 
rockets can travel thousands of miles, the 
island will continue to be important as 
an air and naval base. 





Island’s key role. \celand’s value as a —U.S. Army Signal Corps in small and independent nations that 
military base has assumed increased im- U.S. SENTRY IN ICELAND are considered essential to the security 
vortance even in the short period since The Russian press asks: “Why?” of great powers. 
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EUROPEAN PEACE WILL HINGE 
ON ANGLO-FRENCH ALLIANCE 


Paris may be mediator between 
Britain and Russia. Alternative 
is formation of non-Soviet bloc 


An alliance between France and 
Britain now is being prepared as a sequel 
to the checkmating of the Russian in- 
fluence in the French elections. 

Elections in France pushed the Com- 
munists back into second place. Britain, 
eager to consolidate any political prog- 
ress against Russia, now finds the French 
Government strong enough to discuss a 
comprehensive alliance. 

The entente thus to be formed may 
make France, which has a treaty with 
Russia, the mediator in a _ one-world 
peace. It may also be the basis for a 
Western bloc without Russia. 

Russia could not object to a French- 
British treaty similar to that signed be- 
tween France and Russia before war 
ended. The Russian treaty is designed 
for mutual aid against any German attack 
in the future, calls for joint action in 
determining Germany’s future, and pro- 
vides for mutual economic assistance in 
the reconstruction of France and Russia. 

But Russia would not like a more com- 
prehensive alliance between France and 
Britain based on a compromise over the 
future of Germany and the disposition of 
the Ruhr. Just such an alliance is now 
possible. 

Two agreements now pave the way 
for the alliance to come. Both were 
reached while the French Communist 
Party exercised a strong influence on the 
French Government. 

Agreement One covers settlement of 
the French debt to Britain, clearing the 
way for more business. It came hard. 
From the start, the differences between 
the two war-impoverished countries were 
evident. Negotiations frequently bogged 
down. 

France owed Britain 440 million dol- 
lars and needed more credits for coal 
and other supplies. But Britain’s “aus- 
terity program,” limiting the nation’s pur- 
chases abroad to necessities, found no 
place for French brandies, wines and 
perfumes. France couldn’t pay in trade. 
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The settlement finally reached this 
spring provides only a temporary solu- 
tion. The French are to liquidate their 
debt by 1949 with gold, securities held 
by Frenchmen abroad, and with 135 
million dollars held in Canadian banks 
in settlement of French war contracts 


' 


JET PLANE FROM BRITAIN 


Britain will supply aircraft, radio, ra- 
dar and signals to the French Air Force. 
Three years maintenance of all such ‘sup- 
plies is guaranteed by the British. Royal 
Air Force schools are opened to French 
flying officers. French naval air personnel 
are to be trained in Britain. French fac- 
tories will get equipment and technical 
assistance for the construction of war 
planes, engines and spare parts like those 
used in Britain. 

Such agreements now bring France 
and Britain to the major problems divid- 
ing them. Recent French developments 
have made these problems more soluble. 
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With it goes a three-year guarantee 


in the U.S., transferred to Britain after 
the fall of France. 

Agreement Two came quickly on a 
plan for British aid to France’s Air Force 
and war plane industry. The accord is of 
military importance in world strategy, for 
under its terms the British and French 
air arms throughout the world get uni- 
form equipment and tactics. It covers 
French North Africa, Equatorial Africa 
and Indochina as well as continental 
France. 


Communism and coal are at the bot- 
tom of the problems that prevented an 
over-all French-British pact until now. 

French Communists became the big- 
gest political group in France after the 
elections last October. Inspired by Mos- 
cow's fears of a Western bloc, the French 
Communists opposed a French-British 
settlement. The second largest political 
group, the Popular Republican Party, led 
by Georges Bidault (see page 33), op- 
posed a settlement too, but on other 
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FRENCH MINERS 
Coal and communism... 


grounds. They wanted Britain to agree 
that the coal-producing Ruhr be sepa- 
rated politically from Germany. 

The results of new elections, held early 
this month, place French Communists on 
the defensive. They lost some seats in the 
French Parliament, while the Socialists 
lost more. Bidault’s Popular Republican 
Party is now the strongest single party. 

Bidault served so long as French For- 
eign Minister that he is well aware of 
the need for an alliance with Britain in 
the West to match France’s alliance with 
Russia in the East. He also is aware that 
the Communists could do much to wreck 
French recovery if forced into the oppo- 
sition. For the Communists’ strength in 
France is tied up closely with the basic 
French economic problem—coal. 

Coal from France and from abroad is 
extremely important to French world and 
domestic policy. 

The rise in French coal production has 
been so great that France is now pro- 
ducing 108 per cent of her prewar out- 
put. This recovery after the war is due 
in part to Communist discipline among 
miners in Northern France. Strikes called 
by Communists could cut production, 
now at 4,400,000 tons a month, down to 
a fraction of that total. 

But coal from French sources is in- 
sufficient to meet French needs. Some- 
where, France must find another million 
tons a year. Stopgap shipments from the 
U.S. were cut down by coal strikes. 
Britain cannot meet the need. France 
looks to Germany for more imports. 

Eventually, the Saar Basin, with its 
normal production of 15 million tons of 
coal a year, is to go to France. The U.S., 
Britain and Russia agree on that. But un- 
til a peace treaty is written for Germany, 
the Saar and the Ruhr coal both go into 
the European Coal Organization pool for 
distribution. France gets only a share of 


this, allocated according to European 
needs and available supplies. 

These supplies have been falling. Saar 
coal production has been maintained 
close to 23,500 tons a day under French 
administration, but Ruhr coal production 
dropped from 182,000 tons a day in 
February to 135,000 tons in March. 
Britain says the fall in Ruhr production 
is due to lack of food for the miners. The 
French say privately that the British are 
not making German miners work hard 
enough. 

Such differences do not improve rela- 
tions between France and Britain. But 
both the French and the British recog- 
nize that German coal production cannot 
reach normal until the future of Germany 
and her coal-producing areas is decided. 
To get such a solution, the French are 
now studying new British proposals for 
a Ruhr policy. 
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PRESIDENT GOUIN 
.. . linked to a political chain... 


A Rubr-Rhineland solution is not es- 
sential to a French-British alliance. But 
both sides agree that an alliance leaving 
this issue unsettled would be empty. 
They are seeking a compromise. 

A compromise seemed close when Fe- 
lix Gouin, France’s second Provisional 
President and leader of the Socialist 
Party, suggested that France might aban- 
don her insistence on political separation 
of the Ruhr-Rhineland area from Ger- 
many to get an alliance with Britain. The 
British, who say Allied economic control 
of the zone would be enough to prevent 
German rearmament, took up Gouin’s 
suggestion. 

A political storm broke in France on 
this development. Both the Popular Re- 
publican Party and the Communists 
raged against Britain’s supposed inter- 
vention in French politics. Negotiations 
toward an alliance bogged down. Now, 
with the elections over in France, both 


Bidault’s party and the Communists may 
be ready to accept Britain’s new pro- 
posals. 

Britain proposes two safeguards against 
German rearmament. One, designed to 
fit into schemes for a German federation 
of semiautonomous states, calls for a 
Ruhr-Rhine state. The other provides for 
Allied control of all Ruhr and Rhineland 
industries by an Allied Commission. 

Under the British plan, the Allied 
Commission for the Ruhr would include 
Britain, France, Belgium, Holland and 
Luxemburg. The U.S. seeks no hand 
in management. Russia would be ex- 
cluded on the grounds that she has no 
more interest in the Ruhr than the U. S. 

France is disposed to accept such a 
compromise. Bidault realizes France’s 
chances of getting a separated Ruhr and 
Rhineland are very slim against U. S.- 
British opposition. France is expected to 
accept a compromise under protest. 

The issue now is reduced to the type 
of control to be held by European Allies. 
To meet this point, Britain is said to be 
willing to vest absolute ownership of key 
Ruhr and Rhineland industries in the al- 
lied commission for from 50 to 100 years. 

Agreement on the Ruhr-Rhineland is- 
sue will enable France and Britain to 
sign their alliance. Frenchmen and Brit- 
ons both agree that such an alliance is 
important as a keystone for peace in 
Western Europe. But neither know what 
kind of peace this is to be. 

Keystone for what? A France-Britain 
alliance would come within the frame- 
work of a United Nations peace. The 
U.N. Charter provides for such pacts. 
But if the efforts of the U.S. and Russia 
to find a common ground for the peace 
treaties fail again and are not resumed 
immediately, the coming alliance between 
France and Britain can be the keystone 
for a non-Russian alliance. 
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FRENCH COGNAC 
... with cash on the barrel 
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(In the present impasse 
‘among the great powers, it is more 
important than ever to forecast ac- 
curately Russia’s next moves. 
WORLD REPORT presents here- 
with a summary of the major fac- 
tors that will determine her course 
of action.) 


HE RULERS OF RUSSIA Will base their 

decisions and actions on four prin- 
cipal considerations. These are: Rus- 
sia’s basic long-term policy and her 
record thereunder; her internal politi- 
cal, military and economic situation; her 
external problems and relationships and 
her estimates of probable future de- 
velopments. 

Russia’s basic long-term policy is a 
combination of two policies—one ideo- 
logical, the other nationalistic. It works 
for the spread of communism through 
the world and also for the security and 
aggrandizement of Russia. These com- 
plementary policies have developed 
through various stages in the last 25 
years. The communistic policy began 
as a concept of world revolution and 
dictatorship of the proletariat. At the 
present time, it is a combination of 
opportunistic communism and _ totali- 


tarianism, which best can be described 


merely as the Soviet system. 

Russia plans, hopes and works to ex- 
tend this system—with such modifica- 
tions as are necessary and profitable— 
throughout the world. This basic policy 
will not be allowed to interfere with 
the companion one of national security 
and aggrandizement. It will be used in 
every way possible, however, to support 
and advance it. 

In their plans for applying this two- 
fold policy in the future, Russian lead- 
ers will examine critically its record of 
failure and accomplishment. 

In the era between the world wars, 
Russia's efforts to spread communism 
were more of an international nuisance 
than a world political force. Their net 
effect probably was adverse to Russia 
in that they delayed and hindered her 
in gaining a normal place in the family 
of nations and the prestige and eco- 
nomic opportunities that would have 
gone with it. At the end of this war, 
however, when a strong expansionist 


policy became a reality, this situation 
changed. It now is possible for the 
Soviet communistic system to go hand 
in hand with territorial expansion in 
the areas brought under control while 
maintaining at an increased tempo its 
former efforts in more distant areas. 

Before World War II, Russia’s na- 
tionalistic policy necessarily was defen- 
sive, externally and internally. Her suc- 
cess in building up her power, re- 
sources and toughness, as evidenced in 
this war, surprised the world and en- 
abled her, as soon as the doom of Ger- 
many was sealed, to turn from the de- 
fense to the offense in the manifestation 
of her policy of security and aggrandize- 
ment. During this period, particularly 
under Stalin, the tendency has been to 
sacrifice, when necessary, the spread 
of the Soviet system to the more im- 
mediate objective of building up the 
power, prestige and security of the 
Russian state. 

Recent Soviet accomplishments under 
this policy of expansion have not been 
equaled in modern times. They prob- 
ably exceed Russia’s most optimistic 
expectations. Their extent and impor- 
tance is not generally appreciated. Rus- 
sia has actually incorporated into the 
Soviet Union 274,000 square miles of 
territory and 24 million people. 

In addition, outside the Soviet zones 
in Germany and Austria, and extensive 
indeterminate areas in the Far East, 
Russia occupies or controls 618,000 
square miles of non-Soviet territory in- 
habited by 105 million people. From 
the Russian point of view, these suc- 
cesses in no way represent concessions 
on the part of the Western Powers. In 
general, they are considered finished 
business. 

Russia’s rulers, examining the record 
to decide their future line of action, 
will be justified in concluding: (1) that 
the concept of world-wide communism 
of the Soviet type is a valuable political 
weapon when used persistently and 
intelligently, but nevertheless is unat- 
tainable in the foreseeable future, except 
in areas actually under Soviet control; 
(2) that a strong and aggressive na- 
tional policy pays; (3) that it is easy to 
expand in adjacent areas, inaccessible 
to rival powers; (4) that difficulties 


RUSSIA’S NEXT MOVES 


increase and returns decrease as efforts 
at expansion go farther afield; and (5) 
that the vast areas and population re. 


cently acquired still have to be con. | 


solidated as contributing members in 
the expanded Soviet World. 


SECURITY AT HOME 


The second important factor that 
will determine Russia’s next moves is 
her internal situation—political, military 
and economic. Within Russia, the So- 
viet system of the totalitarian com- 
munistic state seems firmly established. 
Undoubtedly, there are many who 
would like to see it changed and would 
work for change were there any pros- 
pect of success. But there apparently 
is none. 

Stalin’s regime is unassailable. What 
will happen on his death or disability 


is being debated by experts. Some con- | 
sider that a group tending more toward | 


international co-operation will compete 


with an aggressive, uncompromising | 


group for Stalin’s power. Others dis- 
agree. In general, however, it would 
seem that a system so firmly entrenched 
would perpetuate itself in all its essen- 
tial qualities. It must be assumed, there- 
fore, that, in making their plans, the 
Soviet leaders can proceed with con- 
fidence as regards the security of their 
internal political system. 

As regards Russia’s military forces, 
Stalin and those about him see the 
world’s largest ground forces occupy- 











ing, dominating and largely living of | 


contiguous areas in Central Europe 
and, to a lesser degree, in the Far East. 
These forces guarantee Russia and the 
areas they occupy against invasion and 
give powerful backing to any addi- 
tional Russian claims in the bordering 
areas. 

Stalin sees air forces adequate to 
complement his ground forces but in- 
adequate for modern offensive air war- 
fare. He sees a negligible navy, ca- 
pable only of minor operations in the 
Baltic and Black seas. He sees no im- 
mediate defense or means of retaliation 
against the atomic bomb, held exclu- 
sively by the Anglo-American Powers. 
It would seem that, from the military 
point of view, the Russian leaders will 
consider that Russia is secure against 
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Soviet Course To Be Guided by Situation 


at Home and Power of Opposition Abroad 


and must weigh the result, along with 
the other major factors, before they 
etermine Russia's next moves. 
On the basis of the above brief anal- 
ysis, the following is considered to be 
the most probable course of action that 


ts Russia will take: 
5) attack, except possibly by the atomic . concern. They must be seriously es- (1) Russia will continue to try to 
e- bomb; that she is capable of limited timating the forces that seem to be spread communism but will not press 
n- | aggressive military operations in regions uniting against them. They know that that policy to a point where it will in- 
in | adjacent to her occupied areas; that she democracy and capitalism have ele- volve a break with the Western Powers. 
is not capable of major military under- ments of strength as well as of weakness. (2) Russia will continue her present 
takings beyond such areas. They know that, notwithstanding the policy of co-operation with the United 
As Soviet rulers view the economic vulnerability of Great Britain, the British Nations and the Anglo-American 
at | situation inside Russia, they find a na- are a tenacious, tough and able people, powers at the minimum level that does 
is | tion that has had 400,000 square miles and the British Empire is still the third not involve an open rupture. 
ry | of her most highly developed areas greatest power. They know that the (3) Russia will not render the com- 
o- | devastated by war, 12 to 15 million of | Western Hemisphere, led by the United plete co-operation necessary to elimi- 
n- | her citizens killed and 6 million of her States, can never be overcome by Russia. nate or otherwise control the atomic 
d. | homes and buildings destroyed. Russia It is reasonable to suppose, therefore, bomb but will attempt, by her own 
ho | sorely needs industrial rebuilding on a_ that, viewing the world situation as a_ efforts, to retrieve as soon as possible 
Id | colossal scale, and particularly the whole, the Soviet leaders realize they her present position of disadvantage. 
y- | machine tools and technical “know- are nearing the limit of their present (4) In the resulting unstable world 
ly | how” that can be furnished in the near capabilities. They have had great suc- situation, Russia will search for the 
future only by Western nations. But, cess in expanding their territories, pres- best bargain possible in matters that, 
at | most of all, for the reconstruction and _ tige, power and influence. They may be_ from her point of view, are not vital 
ty development of Soviet economic life able to register some additional, but and will write off as unattainable her 
n-| and power, her leaders must realize small, gains. | more extreme demands to the extent 
rd | that they need time, and that, without On the other hand, it should be ap- necessary to avoid an open break. 
te help from the Western Powers, they parent to them that to continue their (5) In this bargaining process, Rus- 
ng Will need twice as much time. present policies eventually will separate sia will strive to create a situation 
te. On reviewing the situation within Russia from the Western Powers and_ involving substantial assistance from 
Jd | Russia, it would seem that Stalin should deprive her of the support and assist- the democratic powers in the recovery 
oq feel politically secure at home, that he ance necessary for her early recovery and development of Russia. 
n. need have no concern as to defense, and development. This is a prospect (6) Russia will concede nothing of 
.. that the nation is incapable of any that may well give them pause, lest, in substance in the area of negotiations 
he further extensive expansion and that combating the rest of the world, they where she is actually in control of the 
n- | he is sorely in need of outside help if be risking without adequate promise of _ situation. 
rs dey he accelerate gm oat success the vast gains already made. , ) — will ato we yor to 
and slow process of recovery and de- : uild up her own political, military 
15 velopment. yp segs S LIKELY COURSE won economic age: to agg ne 
: The remaining major factor that will er gains. While doing this, Soviet 
¥: OPPOSITION ABROAD determine Russia’s mae moves will be iiallane will follow sateaalively the trend 
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4¢ , The third important factor that con- her estimate of future developments in of developments in the world situation. 
De | cerns Russia’s next move is her external the world situation. (8) If the democratic systems of the 
st, | Problems and relationships, particularly Will the inherent weaknesses of de- West continue their tendency toward 
he | a8 regards the United States and Great mocracy grow or be overcome under  shortsightedness, disunion and _ineffec- 
id | Britain. the threat of the Soviet system? Will tiveness, Russia will be prepared to take 
i; | . it must be apparent to the Soviet the United States and Great Britain be advantage of their weaknesses and mis- 
ag leaders that, whatever their basic ob- proof against divergent interests and _ takes. 

jectives, their actions in the interna- Soviet efforts to separate them? Will (9) If the Western Powers develop 
to  Uonal field since the war have retarded _the United States grasp her opportunity cohesion and strength and the Soviet 
a the development of the United Nations, to be a real leader of the Western system cannot adjust itself to compete 
wi delayed the peace settlements in Europe World? Will Russia overcome her with them, then the Soviets will draw 
.q- | and the Far East, and have been largely _ present disadvantage as regards atomic within themselves and accept, for 
he | responsible for the present tendency warfare? Will the spread of commu-_ the present, the concept of a divided 
n- | Of the Western Powers to align them- nism undermine the democracy of the world. 
yn | Selves against the Soviet group. It may Western World, or will communism, (10) If the Western Powers and the 
te be that this situation, balanced against even with the support of a greater Soviet system, in their development, 
a their gains, is considered satisfactory Russia, again fail to do so, as it has in tend to approach each other sufficiently 
- by the rulers of Russia. It may well be _ the past? to reach a reconcilable middle ground, 
ll that they have planned it that way. No one can answer these questions, then the Soviets will accept that situa- 
~ On the other hand, the present situa- but the rulers of Russia must make an_ tion and co-operate with the Western 

tion may give them cause for grave accurate evaluation of the probabilities Powers for a secure and peaceful world. 
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HE WORLDS MERCHANT FLEETS now total approximately 

69 million gross tons, an increase of 9 million tons (14 
per cent) over prewar tonnage, and a number of countries 
have undertaken shipbuilding programs or have con- 
struction plans drafted. Ships to be built in the next five 
years will more than offset obsolete vessels that will be 
laid up or junked and the expected expansion in world 
trade. 

The proper distribution of the world tonnage among the 
principal maritime countries is an important question still 
to be decided. Far-reaching changes have taken place in 
present merchant shipping as compared with prewar years. 
Major changes have been the substantial increases in the 
merchant fleets of the U.S. and Canada, the considerable 
decreases in those of Great Britain, Norway, Denmark, 
France, Greece and the Netherlands; and the even more 
drastic cuts in German, Japanese and Italian tonnages. 

While the United States merchant marine probably will 
decrease as wartime-built vessels are laid up, many coun- 
tries are buying and building ships to give them a greater 
share of the world’s shipping business. Among them are 
Great Britain, Soviet Russia, Norway, Chile, Sweden, Co- 
lombia, Argentina, Poland, India, Eire and even land- 
locked Switzerland. 
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TRADE UNIONS BECOME 
STRONGEST ANTI-NAZI BULWARK 


Organized workers expected to be 
a major force for democracy. Typical 
factory is Stuttgart automobile plant 


Labor unions are starting Ger- 
many on the long road to an industrial 
comeback. Although Germany still is di- 
vided into four occupation zones and is 
subject to rigid controls, material short- 
ages and hunger, factories now are 
getting back into production wherever 
workers have been organized. 

Germany’s highly skilled, easily man- 
aged labor force, long her biggest in- 
dustrial asset, is showing the same 
resourcefulness and “know how” today 
that enabled Hitler to build so much 
from what looked like so little before the 
war. Now there is the added incentive for 
Germans to regain self-respect through 
hard work. 

World Report Staff Correspondent 
Thomas F. Hawkins reports from Berlin 
that authorities in all zones regard labor 
as the largest and most active anti-Nazi 
force in Germany. They count on or- 
ganized workers to establish democracy 
and make it stick. Already labor has 
taken a hand in shaping Germany's 
economic future. 

A bright spot in co-operation among 
the four Allies occupying Germany is 
their complete agreement on basic labor 
policy. Although they differ on how much 
industry Germany should be allowed, 
Russia, Britain, the U.S. and France, all 
want a free labor movement to get going 
again. In all zones, strikes are forbidden, 
and workers, who are busy electing union 
officers and expanding local unions to 
larger federations, have a voice in run- 
ning the factories. 

ly wed plant. To show just what Ger- 
man labor is doing to get production un- 
der way, Hawkins last week made the 
following report from Stuttgart, in the 
American zone, where the Daimler-Benz 
automobile plant is back in production: 

Plant repair is a priority job at the 
Daimler factory. A quarter of the work- 
ers do nothing but help restore produc- 
tion facilities. Bombings reduced the fac- 
tory to a third of normal capacity. A 


26 © WORLD REPORT 


thousand machines were destroyed, but 
5,000 were left in good enough shape to 
be used. 

Output began in May, when 20 cars 
rolled out of the plant. Six thousand are 
on order, mostly trucks. None of these 
will go to private German consumers. All 





PLANT REPAIR IS A PRIORITY JOB 
One out of four workers is needed for restoration 


are needed by the military government 
and German officials. 

Workers at the Stuttgart factory num- 
ber 4,200. At least 500 more are needed. 
Of the labor force of 6% million in the 
U.S. zone, less than a million are unem- 
ployed. Chief causes of unemployment 
are savings, left over from wartime, and 
the scarcity of food. Hunger also tends 
to limit the efficiency of employed work- 
ers. Although employment is up to 75 
per cent of the prewar level, production 
has not kept pace. 

More. skilled workers are becoming 
available as prisoners of war return. 


Labor unions and employers are running 
joint training programs and on-the-job 
courses. The average age of employes at 
Daimler-Benz now is 43. Normally it is 
38. More than 600 workers are over 60. 

Wages average 1.11 marks per hour at 
the automobile plant, more than the 
average German worker makes. Taxes 
take up to 22 per cent. Compulsory de- 
ductions are made for social security, 
unemployment, accident and health in- 
surance. Workers contribute 10 per cent, 
employers 10 per cent and the fund is 
administered jointly. That leaves about 
30 marks for weekly take-home pay. On 


paper 30 marks are worth $3 in U.S. 
money, but actually they are sufficient 
to pay for housing and rationed goods. 

Prices and wages are frozen at wartime 
levels. If a worker uses wages to buy ra- 
tioned items at official prices, he can sup- 
port his wife and two children on 380 
marks a week. If he accumulated cash 
during the war, he also can buy shoes, 
clothes and the few available unrationed 
goods. Low-paid, unskilled workers with- 
out savings have the hardest tir.e getting 
along. 

Union membership at the plant claims 
85 per cent of the workers. Only 40 per 
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cent were members in pre-Hitler days. 
There are 50,000 other union members 
in the city. Local unions are mostly of 
the industrial type like the vertical craft 
unions of the CIO in the U.S. Closed 
shops are permitted, but a union leader 
at Daimler said the Germans are not 
pushing for closed shops. He expects to 
get 100 per cent membership without 
them. 

Labor relations at Daimler-Benz now 
are carried on between the management 
and a shop committee, elected by all the 
workers. The committee deals with wages, 
hours, food and clothing, and advises 
management on _ production matters. 
When union organization is completed 
and unions representing a majority of 
workers are firmly established, they will 
replace the shop committee. Labor con- 
tracts soon are to be allowed. 

Federations of unions on an industrial 
basis now are permitted in each zone. 
The Russians in Eastern-Germany hither- 
to have not followed this policy. They 
set up one centralized all-workers’ union 
at the top before beginning to organize 
local unions. 

Strikes have been few. Although work 
stoppages are illegal at the automobile 
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PREWAR SKILL 
An added incentive is offered 


plant, small groups of workers have 
sought increased rations with brief sit- 
down protests. To workers, wages are 
less important than production. 

Workers in Stuttgart furnish a good 
example of what is happening all over 
Germany. They are determined to get 
production under way to provide the 
jobs and goods they need. They are co- 
operating with management to make the 
most of the little they have. But produc- 
tion still is far below the limited in- 
dustrial output to be allowed Germany by 
the Allies. It is to take years to reach 
that level. 
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Moore-McCormack Lines’ ““Mormacgulf” loading coffee at Santos, 
Brazil. George L. Holt, Vice-President in charge of traffic, states: 
“Our experience with Cargocaire has been so successful that we are 
installing it on seven new cargo liners. It is estimated that our 

vessels will carry in excess of three million bags of coffee annually. 
Cargocaire equipment will assure outturn in excellent condition.” ’ 
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Cargocaire makes important news 
for every cost-minded shipper 


Cargocaire is the new ventilating and 
dehumidifying system that protects 
your shipments by water from sweat- 
caused damage—saving you the nul- 
sance, delays and customer disappoint- 
ments that your insurance does not 
cover. 


Many progressive lines now offer 
Cargocaire protection. It’s a dynamic 
method of reducing dewpoint in holds 
sO rust, rot, taint, spoilage, container 
and label damage due to sweat cannot 
occur—no matter what the weather. 


No claim for sweat-damage has ever 
been made on cargo protected by Cargocaire! 





A. Air supply for ventilation in good weather. B. Exhaust. 
C. Cargocaire unit, supplying dehumidified air to mix with 
outside air or recirculated air within each hold. No tempera. 
ture control needed ... no addition to crew. 


Free Folder on “Fair-Weather"’ Shipping 
If you grow, manufacture, ship, carry, 


buy or insure goods shipped by sea, 
Cargocaire is news you should know 
more about—because it’s dependable 
insurance against uninsured losses! 
Mail the coupon for “It’s Always Fair 
Weather—the Story of Cargocaire’’. 


These lines offer Cargocaire protection: American Ex- 
port Lines - American Hawaiian S. S. Co. « American 
President Lines - American South African Line « Fur- 
ness Withy—British « Lloyd Brasileiro—Brazil « Lykes 
Brothers S. S. Co. . Moore - McCormack Lines 
Atlantic Gulf & West Indies - Brodin Line—Swedish 
Delta Line - Peninsula & Oriental—British + Robin 
Line - Waterman Line. 


Look for the American Bureau of Shipping symbol 
““V DS” indicating protection by Cargocaire Ventilating and 
Dehumidifying System (patented in U. S. and foreign 
countries) Cargocaire Engineering Corporation, New York, 


London and Goteborg, Sweden. 





TAKES IT ACROSS, WITHOUT SWEAT LOSS — 
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Dept. T-3: 
Cargocaire Engineering Corporation 
15 Park Row, New York 7, New York 


1 
Gentlemen: Please send me “It’s Always Fair | 
Weather—the Story of Cargocaire”’ 
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World Commodities 





SHORTAGES OF FATS 
MAY LAST UNTIL 1950 


Return to normalcy is dependent 
on improved output in Far East. 
European countries suffer most 


The world shortage of butter, 
margarine, salad oils, vegetable shorten- 
ing, lard and soap is to become more 
critical. 

For the world generally, no substantial 
relief can be expected until Far Eastern 
production and supplies of dried coconut, 
soybeans, cottonseed and peanuts get 
back to normal. That may be 1950. 

In the United States, at least during 
the next year, the situation probably will 
grow worse before it gets better. 

Reduced energy of workers, resulting 
from low-calory diets, already is slow- 
ing down European reconstruction and 
production. Fats and oils constitute the 
best source of energy in the diet. Pound 
for pound, they contain about twice the 
number of calories as sugar, three times 
as many as bread, and six times as many 
as eggs or lean meat. Sugar and starchy 
foods, although high in calories, cannot 
replace completely the scarce fats as 
energy builders. 

World needs for fats and oils, based 
upon 80 per cent of prewar consumption, 
are 3% billion pounds greater than all 
available supplies. The situation by areas: 


European countries are the hardest hit. 
European production of fats and oils has 


- declined 1,600,000 tons or 40 per cent 
‘as compared with prewar production. 


Production of animal fats, such as butter 
and lard, is much lower because of the 
reduced numbers of livestock. Production 
of oilseeds also has generatly declined. 

In Greece and Italy, many olive trees 
were destroyed during the war or cut 
for firewood by the people who were 
unable to obtain their normal supplies 
of wood and coal. In these and other 
countries of the Mediterranean basin 
producing olive oil, a severe drought 
further cut production. Throughout this 
area, Olive oil is one of the most impor- 
tant items of the diet so that any loss 
in production is first felt in their exports. 
Exports of olive oil from the Mediter- 
ranean countries generally must now be 
replaced by other oils, such as cottonseed 
or soybean oil, to meet domestic re- 
quirements. 

The Balkans normally export — 
amounts of oilseeds, such as soybeans 
and sunflower seeds, from which oil is 
pressed. Yugoslavia, Bulgaria, Romania 
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CALORIC VALUES OF 
VARIOUS FOODS 


Bacon Sugar Bread Meat 


Lard Butter or 
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and Hungary also usually have large 
exports of lard. Now, as a result of the 
war, drought and disrupted political 
conditions, they are not producing 
enough for their own needs. 

Norway will not have the whale oil 
she has been able to supply in the past. 
Yields from this year’s whaling expedi- 
tions are running below normal. 

In the Western Hemisphere, only 
Argentina and Brazil will have supplies 
materially in excess of their own needs. 
These two countries are planning some 
exports, most of which will go to Europe 
and Russia. 

The U.S. consumers are to have even 
less lard and butter during the next 12 
months. This is to result from the reduc- 
tion in the quantity of grain for feeding 
livestock. 

Margarine and vegetable shortenings 
also are to become increasingly scarce 
for several reasons. The supply of cotton- 
seed oil, used in margarine and vegetable 
shortenings, will be reduced by a current 
25 per cent cut in the cotton crop. In 
addition, Philippine copra, another raw 
material, is not coming to the United 
States. It is going, instead, for European 
relief. To offset some of these shortages, 
the small shipments of soybeans and oil. 
formerly sent to Europe, are to be dis- 
continued. But this will not. make an 
important change in the U. S. prospect 
for increased shortages. 

The Far East, although liberated nearly 
a year ago, has been able to contribute 
but little to the world supply of fats 
and oils. The Pacific and North China 
regions formerly supplied nearly 40 per 
cent of the world’s vegetable oil and seed 
exports. From this entire area, only in- 
significant amounts of copra have been 
shipped from the Philippines. Manchuria, 
China, India, Malaya and the Nether- 
lands Indies, normally the most important 
sources of soybeans, sesame seeds, pea- 
nuts, dried coconut meat and oils pressed 
from these products, so far have supplied 
nothing. 

For the future, there is little prospect 
of improvement in the situation during 
the next year. Looking further ahead, 
supplies from the Pacific and from 
whaling operations should increase grad- 
ually though possibly not as high as 
prewar levels. 

American production, especially of 
cottonseed, probably will continue to 
decline. Recovery in European produc- 
tion of animal fats is likely to take several 
years, since livestock must be built up 
first. As a result, it probably will be 1950 
before the world has sufficient supplies 
of fats and oils to meet all its require- 
ments. 
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Inflation at home and abroad is gaining headway..... 

Wholesale prices in the U.S. are now rising at a rate of more than 
14 per cent a year. Speed-up in this trend is expected. This is impor- 
tant since the world is counting on stable purchasing power for the dol- 
lar to which other currencies will be pegged. 

Latin-American prices are moving up right across the board, slow- 
ing purchases by major consuming countries. Trend is seen in Brazil 
(coffee, cocoa, rice, corn); in Cuba (sugar); in Argentina (linseed, 
meat, hides, beans). : 

British public now must pay more for rail tickets, utility cloth- 
ing, coal, copper, lead, building materials. Upward adjustments in 
other commodities are on the way. Upshot will be more wage increases 
and higher selling prices for export products. 

Differing degrees of inflation in the U.S., Britain, Latin Amer- 
ica and other areas are shifting currency values so much that world 
trade lacks stability. Inflation also makes trade figures given in 
terms of price look better than they really are. 

International trade of the U.S. is a case in point..... 

Commercial exports from the U.S. in April continued heavy at 
about the highest dollar value in 25 years. 

Imports--in dollars--topped anything since April, 1929. 

But in tonnage shipped the story is quite different. 

On this basis, both exports and imports were smaller than in four 
of the last eight months and showno distinct trend. 

This indicates how prices are inflating world trade. 





























Reactions to U.S. proposals for freeing world trade of restrice- 
tions are now coming in. 

Belgium and Holland, by and large, favor the U.5. position and are 
influencing opinion in Denmark, Norway, and Sweden. 

Central European countries reserve judgment, seek clarification 
of the clauses relating to government monopolies over trading. 

India apparently believes the proposals do not sufficiently pro- 
tect under-industrialized countries (such as India). 

Latin America also is worried about the provisions for removal of 
tariffs and of quantitative restrictions on imports which would leave 
their "baby" industries exposed. 
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Conflicting national interests mean that U.S. proposals will be 
‘subjected before long to increasing criticism from many quarters. 


Support for the U.S. trade position is expected from France and 
Britain--with reservations. They are biding their time, to see what 
U.S. tariff concessions are politically possible. 

London clearly will agree to individual reductions in imperial 
preferences only in return for individual U.5. ‘tariff cuts. 

Elimination of preferences as a system is not likely. 

Empire units utterly dependent on preferences, such as Jamaica, 
are questioning London, hope for continuation of the status quo. 








Meanwhile, in the U.S. no general assault on the trade policy as 
a whole has yet emerged. But long-expected pressures are appearing from 
American groups seeking special protection from imports. Thus far only 
afew U.S. industries have been heard from. They want to protect their 
home markets, cut down growing imports ofs 

Silver fox pelts from Canada (this appeal will be turned down). 

Frozen fish from Canada, Newfoundland and Iceland. 

Wool from Australia, New Zealand and South Africa. 

In each instance, they cite import quotas recently imposed against 
Swiss watches to the inténse embarrassment of the State Department. 
These will turn to U.S. Congress shortly if State Department does not 
satisfy them. In this election year Congress will listen. 

Opposition from U.S. protectionist groups will mount as other 
countries demand the U.S. tariff cuts promised in the trade proposals. 











Inter-government negotiations on trade restrictions are at least 
a year away. Even that may be optimistic for the real fireworks. Here 
is the current schedule on the trade discussions: 

Preparatory committee of 16 principal trading nations will meet 
October 15 in London. U.S. wants this meeting merely to set up the 
organization for a later conference which will get down to business. 

U.S. will talk over tariff problems with American industry after 
this October 15 meeting. U.S. industries will be notified of proposed 
tariff concessions late in November or December this year. 

Hearings for industry groups will start early in 1947. 

Resulting proposals for tariff reductions probably will not be 
approved by Byrnes and Truman until early spring of 1947. 

Until then, extensive bargaining by the U.S. with other countries 
will be out, although semi-official feelers will be plentiful. 

Thus, spring, 1947 seems the earliest possible time for real dis- 
cussion of the U.S. trade proposals with the 16 trading countries. 

This would delay the full-dress world conference on trade until 
late 1947 or early 1948. Meanwhile, few current trade restrictions 
are likely to be eliminated, unless the Monetary Fund can straighten 
~ out some of the world's currency tangles in the interim. In that case, 

trade restrictions should start unwinding automatically. 
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JAPANESE EXPORTS 
TO BE ENCOURAGED 


Allied Supreme Command would cut 
cost of relief now borne by U.S. 
Volume of products to be limited 


Products of Japan soon are to re- 
enter the markets of other countries in a 
swelling stream. 

The Allied occupation authorities are 
to encourage a revival of Japanese inter- 
national trade until it becomes large 
enough to pay for living essentials that 
cannot be produced at home. 

Immediate purpose of the occupation 
command is to eliminate the growing 
burden of direct relief, now being carried 
in full by the United States. Foreign 
credits that Japan earns by trading will 
be used solely to purchase commodities 
that must be sent into Japan from abroad. 

Other Oriental populations are to bene- 
fit indirectly, as Japanese industry will 
supply cheap textiles and manufacturec 
articles that Western nations now are 
unable to furnish at prices within reach 
of the Asiatics. 

But Japan will not be permitted again 
to flood the world’s markets with cheap 





—Acme , 
THERE ISN’T MUCH STEEL 
The strippers of an empire... 


products of her exploited industrial la- 
bor. Rigid control imposed by the Allies is 
to hold the revived trade at about 40 per 
cent of prewar volume. The exports are 
to be channeled into markets where they 
are needed, yet will not threaten the ex- 
port interests of Western trading powers. 

An export program, authorized by 
SCAP (Supreme Commander of the Al- 
lied Powers), specifies the items and 
quantities that may be shipped out of 
Japan. This schedule gives the Japanese 
an opportunity to earn about 400 mil- 
lion dollars in foreign credits by the end 
of the year. The principal anticipated 
markets are the U.S., China, Korea, and 
Formosa. Other outlets are to be Great 
Britain, Canada, Australia, the U.S.S.R., 
southern Asiatic countries and the Philip- 
pines. 

Textiles, of which Japan was a leading 
exporter 10 years ago, are to be shipped 
in comparatively small quantities. 

About 130,000 bales of raw silk are to 
be sent to the U:S., Great Britain and 
Australia. At the current high prices for 
Chinese silk, this item alone would net 
the Japanese more than 150 million dol- 
lars, far more than she got for the 500,- 
000 bales exported annually between 
1933 and 1937. 

Cotton fabric exports are limited to 850 
million square yards compared to 2,700,- 
000,000 square yards a year during the 
1933-37 period. The U.S, is to supply 
890,000 bales of raw cotton (Japan used 
to import 3 million bales a year) which 
will be processed into fabrics; 30 per cent 
of the cloth will be released to the Japa- 
nese domestic market and the remainder 
will be allocated for sale to the Philip- 
pines, Indochina, Siam, China, Southern 
Asia, Korea and Formosa. 

Rayon fabrics will be shipped to South- 
ern Asia, China, Korea and Formosa, The 
quantity for 1946 is to be 80 million 
square yards, a fraction of the 575 mil- 
lion square yards Japan shipped annually 
before the war. 


Metal products of Japan’s industry are 
to be sold almost exclusively in the Ori- 
ent. The only item being channeled else- 
where is a portion of 200,000 lamp re- 
flectors that will be sold in the U. S. 

Five million electric light bulbs are to 
be exported to Korea, Formosa and 
China. In 1936, Japan flooded the U. S. 
market alone with more than one million 
dollars worth of bulbs. 

Other metal manufactures going ex- 
clusively to Korea, Formosa, China and 
Southern Asia are 50,000 household radio 
sets, 2% million radio tubes, 10,000 elec- 
tric motors, 30,000 cameras, 4,000. phono- 
graphs, 150,000 bicycles, 12,000 electric 
fans, 2,000 electric refrigerators and 1,000 
textile looms. 

Chemical manufactures include 40,000 
tons of chinaware and other pottery prod- 
ucts for Korea, Formosa, the U.S. A., 
China, Southern Asia and Canada. Be- 
fore the war, Japan was exporting about 
15 million dollars worth of pottery, with 
the U.S. as chief buyer. 

Celluloid products to the extent of 
1,600 tons will be shipped to Korea, 
Formosa, China, Southern Asia, the U. S. 
and Great Britain. 

Agricultural and marine products also 
are scheduled, mostly for Oriental coun- 
tries, except for 4,000 tons of tea which 
will go chiefly to the U. S., Canada and 
the U.S.S.R. This is less than one 
fourth of prewar exports, which exceeded 
18,000 tons. 

The U.S., Great Britain and France 
also will take part of 1,600,000 grams of 
cultured pearls, which were an important 
prewar trade commodity. Some of this 





THERE IS SOME SILK 
... have 11 nations to protect 
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JAPANESE ELECTRIC LIGHT BULBS 
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Five million for Korea, Formosa and China 


year’s cultured pearl exports will go also 
to Siam and Indochina. 

China and Korea, both of which are 
establishing a raw silk industry, are sched- 
uled to receive between them about 
16,000 pounds of silkworm eggs. 

Canned foodstuffs are to be sold to 
China, Korea and Formosa to the extent 
of 11,000 tons. This is hardly more than 
one tenth of the canned and _ bottled 
goods that Japan sent to all parts of the 
world in prewar years. 

Minerals and metals will be exported 
this year chiefly from present stocks. Ex- 
ceptions are coal, of which 1 million 
tons will go to Korea, and electrical wire, 
of which 4,000 tons will be sent to Korea, 
Formosa and China. 

Toys, for which Japan formerly was 
known throughout the Occident, are to 
be exported to Korea, Formosa, Southern 
Asia, the U.S., England and Australia. 
This years quantity is fixed at 15,000 
tons. In the late 1930s, Japan was export- 
ing 10 million dollars worth annually. 

Imports for Japan will be mainly food. 
The arable land of the Japanese home 
islands will produce only about 80 per 
cent of the rice and 20 per cent of the 
sugar that the population of more than 
70 million requires. About 2 million tons 
of rice or other grains will have to be 
imported every year. 

Other items lacking in Japan proper 
but badly needed are, in addition to raw 
cotton, pulp for rayon, wool, hides, pe- 
troleum, bauxite, phosphate rock for fer- 
tilizer, soybeans, salt and fats. 

Control over the foreign trade is to be 
exercised through a Japanese Board of 
Trade and Government agencies set up 
by countries that buy the outgoing goods. 

The Japanese Board of Trade, under 
the strict supervision of SCAP, will take 
delivery of both exports and imports. It 
will turn over to a foreign trade settle- 
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ment fund all proceeds from sales abroad 
and pay out of the fund for the goods that 
Japan is to purchase in other countries. 

The U.S. Commercial Company, a 
subsidiary of the U. S. Government, has 
been established to purchase authorized 
Japanese exports and, in exchange, pro- 
vide essential commodities for shipment 
from this country to Japan. The Company 
will endeavor to hold its activities to a 
bookkeeping basis by balancing imports 
against exports. 

In the case of this year’s raw cotton 
shipments to Japan, however, it is impos- 
sible to strike a balance. Proceeds from 
the sale of the exported fabrics, therefore, 
will be converted into dollar currency. 

The Japanese trade with China is to be 
handled on a Government-to-Government 
basis, with Korea through the U. S. Army, 
with Hong Kong through the Hong Kong 
Government, with Great Britain through 
the British liaison mission in Tokyo, and 
with the U.S.S.R. through the Russian 
economic representative in Tokyo. 

Japan’s ability to fulfill the export 
program authorized for this year depends 
upon the extent to which her manufac- 
turing industries can be revived. The 
chief Japanese assets for foreign trade 
are a well-organized industry and a great 
reservoir of cheap industrial labor. 

But most of the plants fit for operation 
now are idle or producing on a small 
scale. Various factors will obstruct a re- 
vival of manufacturing, among them: 

Reparations. Many owners are reluc- 
tant to reopen or reconvert their idle fac- 
tories until they know precisely what 
equipment the Allies will confiscate for 
use as war reparations. A decision on 
reparations, to be made by the Far East- 
ern Commission representing 11 Allied 
countries, is not likely for months to come. 

A labor shortage is obstructing recov- 
ery, particularly in the textile manufactur- 


ing industry. The shortage is due in part 
to the fact that workers were shifted to 
war production or military service during 
the war. The emergence of unions, with 
consequent friction between workmen 
and employers, and an insufficient food 
supply for the urban population are add- 
ing to the difficulty of getting workers for 
the factories. 

A lack of coal is holding back all indus- 
tries. Japan needs about 30 million tons 
a year but produced less than 20 millions 
during the 12 months ending with March. 
Production now is rising, but the increase 
is slow. Thousands of Koreans who 
worked in the pits have gone home since 
the surrender, and skilled workmen to 
replace them cannot be found. 

Many difficulties must be overcome 
before Japan is able to balance its crip- 
pled economy by means of foreign trade. 
Adverse factors that did not exist prior to 
the war are: 

Heavy imports of rice and fish must 
continue to come from Korea and For- 
mosa. When these territories were Japa- 
nese colonies, the products were obtained 
by means of exploitation. Now Korea and 
Formosa are no longer part of the Japa- 
nese Empire. Purchases from them must 
be paid for out of export profits. 

Lack of shipping will force Japan to 
pay shippers of other countries for trans- 
porting her international trade products. 
Allied navies and air forces destroyed 
three fourths of the Japanese merchant 
fleet which, in 1939, totaled 5,200,000 
tons. 

Competition of substitute fibers will 
restrict the market for raw silk which 
was and is to be Japan's principal cash 
export commodity. The use of nylon and 
rayon in place of silk has been highly de- 
veloped in the U.S., where 85 per cent 
of Japanese raw silk shipments formerly 
was sold. 

This year, the recovery of Japanese 
trade will be slow. The volume of foreign 
commerce by the year end probably will 
not be sufficient to bring in the 400 mil- 
lion dollars that is required to balance the 
countrys economy. 

Immediate effects of the trade revival 
will be beneficial to Asia. The products 
that Japan is authorized to export are 
needed urgently now in other Oriental 
countries and cannot be obtained from 
America or Europe. 

Further ahead, Japan’s prospects are 
for a stable but limited international com- 
merce. The Far Eastern Commission 
eventually is to fix a policy on Japanese 
trade that will be enforced indefinitely. 
The policy will protect the trade inter- 
ests of the 11 Allied countries repre- 
sented in the Commission. 

Beyond the occupation, the expansion 
of Japanese commerce still will be lim- 
ited by the scarcity of raw materials in 
the homeland. Stripped of her Empire, 
Japan is not likely to regain an important 
position in world trade for many years. 
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FIGHTING PROFESSOR leads France’s 
peacetime battle to establish her 
position as one of the Big Four with 
Russia, the U.S. and Britain. Georges 
Bidault, (bee-dough), is a Catholic lib- 
eral who knows how to get along with 
Moscow. This he has done so well that 
French voters now have equipped him 
to oppose the Communists if he desires. 
Bidault, now the leader of the largest 
single party in France, could be an anti- 
Communist Premier. But the Communists 
still are strong. Chances are that Bidault 
will sacrifice much for unity. He has done 
so in the past. 

The dapper intellectual fooled the Ger- 
mans by uniting the entire French Un- 
derground during the war. It took the 
Gestapo a year to find that the elusive 
“Mr. Hyde” they sought was none other 
than a “Dr. Jekyll” history teacher they 
once had caught and released. They tried 
to catch him again, but failed. Bidault 
came out of the Underground at the 
wars end to begin a new career as 
France’s chief diplomat at a time when 
France needs diplomats more than ever 
before in her history. 

First career. Bidault is a new leader. 
He practically was unknown in the pre- 
war France of frenzied politics and falling 
governments. His opinions were pub- 
lished in a small Catholic daily, L’Aube. 
They attracted no important attention. 
Only the students of France's leading sec- 
ondary school in Paris heard their history 
professor's views. 

When Bidault ran for the French 
Chamber of Deputies in 1935, he was 
beaten soundly by a rival candidate, now 
forgotten, who scornfully mocked the 
professor as “a dreamer, locked in his 
ivory tower.” 

That is apparently what the Gestapo 
thought of him as they screened French 
prisoners in 1941. The Nazi report on 
him reads: “Georges Bidault, 42, Jesuit- 
educated, once a Catholic youth leader, 
drafted in 1918, served briefly as a ser- 
geant in the French Army of Occupa- 
tion in the Ruhr, taught history in the 
Paris secondary schools, a bachelor, a 
French nationalist and a writer on for- 
eign affairs in a religious daily.” 

There was nothing in the record to tell 
the Cermans this Frenchman might be 
dangerous to them. Bidault was released 
and went back to teaching—by day. 

Second career. By night, Bidault was a 
man of changing names and places. He 
published a 20-page Underground news- 
paper thrice weekly. He became t’.e 
liaison agent between Gen. Charlcs de 
Gaulle and the resistance movement in- 


BIDAULT: France’s hope 


side France. Soon he was a member 
of the Underground directorate, a pow- 
er for union among Frenchmen who 
dropped their political differences to fight 
Germans. The Gestapo caught him, but 
were not particularly disturbed when 
the Underground helped this “nobody” 
to escape. Heinrich Himmler’s agents soon 
forgot about Bidault, for a bigger man 
than the history professor had risen in 
the French Underground. 

The Germans’ outstanding enemy in 
France became “Vivian,” the new and 
daring chief of the Underground’s Na- 
tional Council of Resistance. The Ges- 
tapo knew that “Vivian” had accom- 
plished what no previous leader had been 
able to do. He had united Catholic and 
Communist, Mon’rchist and Socialist in- 
to a single anti-German organization. 

Not until the spring of 1944 did the 
Germans guess that “Vivian” was Bidaulkt. 
They searched frantically for him. Bi- 
dault doffed his glasses, grew a mustache 
and stopped wearing a hat. In this dis- 
guise, he wandered about Paris, with a 
lack of caution that alarmed his assistant, 
“Suzy, who provided his main contact 
with the Underground. When liberation 
came, Bidault was a legendary figure. 
De Gaulle, hailed him in liberated Paris 
as “the General of the Underground.” 

Third career. When Bidault became 
Foreign Minister and moved into the 
luxurious palace on the Quai d'Orsay 
from which France’s world affairs are di- 
rected, he still wore the shiny suit and 
tattered overcoat that permitted “Vivian” 


GEORGES BIDAULT 


to slip unnoticed through the streets of 
Paris during the occupation. “Suzy” made 
him change his clothes. 

For “Suzy” had become France’s lead- 
ing woman diplomat. She remained Am- 
bassador Suzanne Sorel until‘she married 
her wartime and peacetime employer to 
settle down as Madame Bidault. 

It was some months before the world 
looked behind the towering figure of De 
Gaulle at the newcomer who helped 
manage France's business abroad. When 
De Gaulle quit, embittered by opposition 
from the extreme Left, many thought 
Bidault would quit, too. But they reck- 
oned without the prestige the professor 
had acquired as an Underground leader 
while De Gaulle was in London. 

Bidault remained in office to make the 
new Popular Republican Party a stream- 
lined organization of fighting liberals. In 
politics, he sought to unite Frenchmen 
as he had united them to fight the Ger- 
mans in the Underground. His party re- 
jected fusion with French reactionaries 
and sponsored socialist methods, like the 
nationalization of key industries, to put 
France back on her feet. 

France's first free elections after lib- 
eration made the Communists, active 
against the Germans in the Underground, 
the largest single party in France. They 
had only one vote more than Bidault’s 
group. Co-operation was essential if 
France was not to be weakened by fall- 
ing governments. Bidault co-operated. 
But when the Communists sponsored a 
draft constitution designed to lead France 
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The Underground gave the professor prestige 
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to the Left, Bidault balked. He appealed 
to Frenchmen to reject the draft. It was 
rejected. Next came an election which 
now makes Bidault’s party the strongest 
single group in France. 

As a diplomat Bidault seeks to make 
France influential as the mediator be- 
tween U. S.-Britain in the West and Rus- 
sia in the East. When De Gaulle went to 
Moscow to sign the French alliance with 
Russia, Bidault went along. Back in Paris 
it was Bidault who proclaimed that 
France must have an alliance in the West 
to match the alliance in the East. 

While the Four-Power meetings of 
Foreign Ministers wrangled over the 
peace treaties Bidault mended his po- 
litical fences with the West. The U.S. 


gave France a $1,800,000,000 loan in 
addition to wheat, coal and petroleum for 
industrial recovery. Now Bidault speaks 
for France in the negotiations with the 
British over the disposition of the Ger- 
man Ruhr, a matter which must be 
settled before a French-British alliance 
can be signed. 

Fourth career? Frenchmen are quick 
to appreciate an agile bit of politics, 
whether on a world or a national scale. 
But Frenchmen fighting Germans in the 
Underground also learned the value of 
unity. As long as Bidault can maintain 
such unity he will be France’s outstand- 
ing statesman. Should he fail, he cer- 
tainly will be a formidable leader of the 
opposition, a French Winston Churchill. 


EVATT: Australia’s voice in foreign affairs 


HIGH COURT JUSTICE who laid aside 

his robes to champion the cause 
of the world’s small nations is today the 
Australian Labor Government’s No. 1 
salesman abroad. For world debates, 
Dr. Herbert V. Evatt, Australia’s Min- 
ister of External Affairs, has discarded 
courtroom dignity in favor of the rough- 
and-tumble tactics he used as a success- 
ful labor lawyer. 

To the 46 smaller countries of the 
United Nations, he is a spokesman for a 
voice in the making of peace. 

To the five Big Powers, he is a self- 
styled nuisance who shouts and pounds 
tables to make his points. 

To his native Australia, he is a labor 
politician who has risen far—but not to 
the top—in the Labor Government. When 
Prime Minister John Curtin died last 
year, Evatt didn’t stand a chance of suc- 
ceeding him. Labor leaders were glad 
to recruit a distinguished jurist at a criti- 
cal moment in Party history, but they 
haven't accepted him completely as one 
of their own. In Australia, there is too 
wide a breach between the men who 
came up through the unions and those 
who went to college. 


A world voice. But to the world at 


large, Evatt speaks for Australia. His 
favorite phrase is: “The people who did 
the fighting should have something to 
say in the peace.” He will cite Australia’s 
war record at the drop of a gavel. One 
of his proudest days came when Rus- 
siass Andrei Gromyko spoke in praise of 
the Australian Army. 

Evatt is a blunt orator. A shock of 
iron-grey hair that hangs over his fore- 
head seems to challenge his adversaries 
in world debates. He speaks with a 
twang. Every sentence sounds like the 
start of an argument. He is frankly ready 
to argue with any of the Big Powers if it 
will help him put over a point. 

The square-shouldered Australian feels 
that the small nations are being brushed 
aside in peace negotiations, and he 
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DR. HERBERT V. EVATT 
Courtroom dignity was discarded 


doesn’t like it. He upholds their rights 
before the United Nations now as he 
did at the San Francisco Charter Con- 
ference and at the later meeting in Lon- 
don of the Council of Foreign Ministers. 

At San Francisco, Evatt, by making 
point after point, succeeded in lifting 
Australia to a place alongside the bigger 
powers. It was as a spokesman for small 
powers that he fought to limit the veto 
powers of the big nations. He lost that 
fight, but he got in a parting shot to show 
the world how he felt about it. 

When the steering committee at San 
Francisco rose at its final session to pay 
tribute to Evatt as the “great champion 
of the smaller nations,” he replied with 
a rare brief speech, then sat down with 
the remark: “I would like to say a great 
deal at this moment, but I’m afraid 
someone might exercise his veto over me.” 

Australia’s voice. When Evatt took 
office, Australia’s international policy was 


made in England, like so many other 
things in his country. War and Evatt 
changed the situation. He played a major 
part in setting up the Pacific War Coun- 
cil and negotiated a joint security pact 
with New Zealand. He pounded tables in 
Washington and London in quest of in- 
creased attention for the Pacific war. 

As a spokesman for social reform, 
Evatt has spread Australian labor poli- 
cies to the world. His successful efforts 
to have full employment included as an 
objective of all United Nations members 
are just an example. 

The Australian Minister is in the U.S. 
principally to represent his country on 
the United Nations Atomic Energy Com- 
mission, now meeting. That assignment 
indicates the importance Australia at- 
taches to atomic control. The country of 
7 million has one third of her popula- 
tion concentrated in the cities of Sydney 
and Melbourne. Six atomic bombs could 
wipe out her six state capitals where 
nearly half the Australians and most of 
the industry are massed. That is why 
Australia’s chief world bargainer is on 
the Atomic Energy Commission. 

Evatt relaxes with simple amusements 
that contrast with his career as a world 
statesman. Like his American-born wife, 
he enjoys hot swing records and is disap- 
pointed when he misses his favorite 
American comic strip. He retains his en- 
thusiasm for cricket and Australian foot- 
ball, but is also an American baseball fan. 

Born the son of a small-town store- 
keeper, Evatt made an outstanding early 
record ‘as a student. He won four scholar- 
ships: mathematics, philosophy, English 
literature and law. He graduated from 
Sydney University in 1924 with a doc- 
tor of laws degree and went into law 
practice. He attracted national attention 
by successfully defending two alien lead- 
ers of the Australian Seamen’s Union 
who had been ordered deported. 

At the age of 36, Evatt was named to 
Australia’s highest court, the youngest 
man in Empire history to receive such a 
high judicial post. 

Evatt remained on the bench for 10 
years. During that time, he became 
known as the “Red Judge” because of 
his liberal decisions. During this period, 
he also wrote several books, including 
one Australian best seller. 

In 1940, the Judge gave up a lifetime 
court appointment to enter politics. He 
won a seat in the House of Repre- 
sentatives and one year later, when the 
Labor Party gained control, he received 
two Cabinet portfolios. Then he began 
carrying Australia’s position to the world. 

World tactics. Evatt frequently clashes 
with the American and British govern- 
ments. He deliberately capitalizes on at- 
tacking the Big Powers, any of them. He 
has found it a profitable way of building 
up himself and Australia and he'll keep 
it up every time Australia isn’t getting 
the attention he thinks she deserves. 














Life Around the World 
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Existence is hectic in China’s new capital. 
Nanking is like a Western ghost town revived 


NANKING 

HIS NEW CAPITAL of still war-torn 

China is like a ghost town of the old 
American West that suddenly has come 
to life, a shanty village with gold-rush 
fever in the air—except that there isn't 
any gold. 

Nanking (which means Southern Capi- 
tal as distinguished from Peking in the 
North) hasn’t got the remote, fortress 
quality of Chungking, with its steep stone 
steps and river mists, or the ear-splitting 
Occidental quality of Shanghai, with its 
trolley cars and skyscrapers and semi- 
foreign atmosphere. 

Shifting of Generalissimo Chiang Kai- 
shek’s Government back here from its 
wartime capital up the Yangtze has been 
a shot-in-the-arm to this dull, dingy town 
of the Ming Dynasty—and the dust on the 
wide, treeless streets flies in new activity. 

Loaded high with desks and filing cabi- 
nets, beds and camphor chests, U.S. 
Army trucks churn past the frightened 





trafic cops standing with arms out- 
stretched like scarecrows on street cor- 
ners. An 18-mile-an-hour speed limit has 
been imposed on jeep drivers, but it isn’t 
necessary. There are human barriers in 
all roads, a mass of pushing pedestrians, 
bouncing rickshas, darting bicycles. 

Under the brightly painted triumphal 
arch erected to celebrate the Generalis- 
simo’s return, long caravans of pack ponies 
stumble along under their back-breaking 
bundles or wander off down side alleys. 
Stray Americans meander around getting 
an eyeful of the glamorous Orient. 

Along Chung Shan, the paved road to 
Purple Mountain, burial place of Sun Yat- 
sen, the “father of the Republic,” col- 
umns of Nationalist troops in mustard- 
colored uniforms parade in the sun. They 
are led by brassy, out-of-tune bands play- 
ing Sousa marches, and followed by 
bucket-balancing coolies, their Service of 
Supply. » 

Every day now, thousands of newcom- 
ers cannot find living accommodations. 
You see foreign diplomatic officials as 
well as high Kuomintang Party members 
walking the rough roads, hunting for 
houses. Shortage of building materials is 
so acute that frantic city officials are even 
considering tearing down sections of the 
ancient Ming fortifications for emergency 
construction purposes. 

The annual rental for a two-story house 
amounts to anything up to 15 million 
Chinese dollars (approximately $7,500) 
and another 15 million is necessary for 
repairs and furnishings. And there are 
plenty of customers. 

Officials still spend a good part of each 
day on the telephone, screaming at their 
colleagues: “Where do you live? ... 
What is your office number? . . . How 
do I get in touch with you?” . . , The an- 
swer usually is the silence of a broken 
connection, or somebody shouting at 
somebody else. All one afternoon, I heard 
a dignified ministerial “brass-hat” des- 
perately trying to get Government Head- 
quarters switchboard—with always a “no- 
answer” buzz at the other end. 

On top of the acute housing, transpor- 
tation and communications problems and 
headaches, the cost of living, in many 
categories, is higher than it was in Chung- 
king, and inflation is terrific. Once upon a 
time, an American dollar was worth two 








Chinese dollars, but the printing presses 
turned out so many billion wartime Chi- 
nese dollars that their value shrunk until 
now you can get 2,000 for one. 

Most of the Chinese pouring back to 
Nanking are officials and Government 
employes who fled to Chungking when 
the Japs besieged Nanking. They find 
prices so high and their salaries so inade- 
quate that there are threats of strikes in 
Government departments, not for one or 
two dollars a day, but for hundreds of 
dollars a day. 

Imported goods are cheaper. Chung- 
king was in such a far-off, inaccessible 
spot that everything had to be flown in 
over “the Hump” or hauled over the 
long, twisting Burma Road. Transporta- 
tion costs were sky-high, graft was wide- 
spread, and the black market a necessary 
evil. Profiteers took full advantage of the 
shortages and tremendous difficulties of 
supply in that isolated, temporary, capital. 

China’s serious food problem, aggra- 
vated here by the influx of thousands, 
makes rice, meat and vegetables—the 
necessities—very expensive. Rice, which is 
every man’s food, is $35,000 (Chinese) a 
picul, which weighs 133% pounds. Beef 
is $700 a catty (1% pounds). Vegetables 
are whatever the farmers can get for 
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them from people who want a decent 
meal. Nonetheless, restaurants are packed, 
theaters crowded, and sing-song girls in 
great demand as dining and dancing 
companions. 

New neon lights, in red Chinese char- 
acters, may flash at night, but there is no 
real gaiety among the people. Doubt and 
despair are taking the place of exuberance 
and determination, and hate is abroad. 
But the leaders themselves are still striv- 
ing to stop the chaos now sweeping over 
China’s 4 million square miles and 400 
million people. 

High on a hillside, overlooking the 
thatch hovels of a muddy, sidestreet dis- 
trict, General of the Army George C. 
Marshall’s quarters ( a 17-room mansion, 
former residence of the Nazi Ambassador 
to the puppet government) rings with the 
hourly calls of Chinese negotiators, All 
day long, in the maze of corridors and 
vermilion-pillared court-yard of Govern- 
ment Headquarters, which looks like a 
World’s Fair pavilion, doors open and 
shut, open and shut. In his second-story 


office in the innermost court, Generalis- 
simo Chiang Kai-shek dips ink from his 
copper deskstand, writes personal orders 
with a brush in Chinese style. 

Far past midnight, week after week, 
General Chou En-lai and his tired fel- 
low Communist delegates sit in their 
headquarters, sipping green tea and 
making last-minute plans to avert what 
they fear for the future—“nation-wide 
civil war.” 

Out beyond the moss-covered city 
walls, the longest in China, on the flat 
spring-green fields of the countryside, 
C-54s and C-47s pour their loads from 
Chungking, ambassadors and _ stenogra- 
phers coming to the new capital. And 
hundreds of bare-waisted coolies pull a 
huge stoneroller on the end of the run- 
way. 

The Japs are gone, official China is 
coming “home,” and life is a whirligig in 
this once quiet, sprawling town which 
one out of every five persons in the world 
again call their capital. 

F. W. R. Jr. 


German’s daily ration leaves one hungry. 


Little of anything to be 


FRANKFURT 
T IS NOT a pleasant feeling for a well- 
fed American to walk the streets of 
Germany and meet the stares of the peo- 
ple. They are not friendly stares, or 
curious ones. They seem to me to be the 
numb stares of hunger and envy; one day 
they may be hate. 

There's no doubt that there are hun- 
dreds of thousands of Germans who are 
not getting enough to eat, many who are 
perpetually hungry. Official investigations 
show their physical condition is sinking 
rapidly under the present ration of 1,180 
calories a day in the American-occupied 
Zone. I ate one meal containing that cal- 
ory content and I can tell you it was 
pretty skimpy for a meal, not alone a day. 

Drastic cuts made in the British and 
French zones have reduced a day’s food 
ration to around only 500 calories, but the 
Germans in those zones have more chance 
to get a little extra food from the country- 








side. No one knows definitely what the 
Germans in the Russian zone get to eat. 

Since official figures, ration points and 
calories don’t give you an idea of just 
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found in market 


what and how the Germans eat, I went 
out “shopping” to find out what those 
cold statistics meant. It was a day when 
fish was available, and, in the first Frank- 
furt shop I visited, the fish for the day, 
cut up in chunks, was all dumped in one 
packing box. There was a resemblance to 
salmon steak, but I didn’t know what it 
was. 

I asked the proprietor how much fish 
he would sell me if I were a German. 
He picked up one of the chunks and 
tossed it on his scales. 

“That is what two people would get,” 
he said. “It’s just about a pound. Eight 
days from now you could buy another 
piece, if we get the fish. Sometimes, 
though, it’s 14 days. It's*not bad. We 
cook and prepare it here. Taste it.” 

With considerable misgivings, I tasted 
and chewed. It was greasy, with a smoky 
taste somewhere close to smoked-eel gone 
bad, and tough enough to take a lot of 
munching. 

Two well-dressed women came in and 
tried to buy without coupons. There was 
a storm of argument and a refusal—which 
may have been because I was there and 
because the area is in the black market 
zone. 

I asked about the black market. 7 

“Sure, there’s a black market here,” he 
answered readily. “This fish costs 30 cents 
a pound at the legal price; people will 
pay from $2 to $5 for it. They will pay 
almost any price for bread, which is so 
sharply rationed now. Those who can go 
into the country and try to buy from the 


farmers, who, as farmers everywhere, 
always manage to have enough. 

“The farmers are difficult, though. 
They don’t particularly want to sell their 
food (they can always eat it), because 
there’s nothing they can buy with the 
money. If they sell, their prices are fan- 
tastic, 

“This, of course, is the worst period. 
It will be a great boon for the people 
when vegetables begin coming in to the 
city. We won't have the crops we hoped 
for, however, because there hasn’t been 
enough rain.” 

An old woman with a market basket 
came in, grumbling about the fish, prices, 
everything, but finally bought her ration, 
a bit short of % pound. 

When she went out, I followed her. In 
a dingy shop along the street, the entire 
stock, about 25 pounds of greens, was in 
the window. She sniffed at them, bought 
her ration, a small bunch for 15 cents— 
about as many greens as the top of a 
bunch of radishes in the United States. 
The sale was marked on one of the half 
dozen ration slips she carried so as to 
prevent her from making another pur- 
chase of greens at any other shop. 

Next came the milk shop. The old lady 
had used her butter ration, wanted to 
save the 6 ounces of cheese to which she 
was entitled, so she could buy only milk 
and bread. She got the milk, about 3 








ounces, and can buy that much more each 
day. She bought four rolls with hard 
crusts, her ration. 

Shopping for dinner was finished. Din- 
ner would be: oily fish, four bites of 
greens, a cup of ersatz coffee (it tastes 
like burned peanuts), half of her 3 ounces 
of milk, and the hard rolls. 

She told me that for the following 
day she had some dried beans, a couple 
of slices of bread, the remainder of her 
milk. She couldn’t buy any meat until 
next week. What else she might get she 
didn’t know. She would be out again in 
the morning searching for vegetables. 

Through the afternoon, I watched 
others shopping around the town. They 
were all buying about the same things, 
in about the same amounts. 

Don’t think I’m getting sentimental 
and trying to write a sob story about the 


“poor Germans.” Lots of people all over 


the world are hungry. I’m just telling you 
what one old German woman bought for 
a day’s meals and what the Germans get 
to eat on a quota of 1,180 calories a day. 
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An accident of geography has 
‘made Iceland a‘pin point.of rivalry 
between the Big’. Powers. The 
island (about the size of. Ken-. 
tucky) is located in the cold North 
Atlantic, close to the Arctic Circle, 
at the perfect’ spot for.an air base 
on the Great Circle route between 
North America and Europe: - __ 

Iceland has no military forces, 
but the U. S., with approval of the 
Althing (Parliament), maintained 
‘an air and naval base on the is- 
land: during the war. Now, less 
than 1,000 Americans remain and 
they will go soon. 

The U.S. has offered to turn 
over the bases (which cost 4 mil- 
lion dollars a year to maintain) 
to the United Nations. The Ice- 
land Government, however, is not 
expected to act on the question 
until after elections on June 30. 
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PEACEFUL ICELAND became an armed camp to ye May, 1940. U.S. troops, living in Nissen huts (above), 
Allied sea and air lanes when bases were established in found the country bleak and lonely, but the people friendly. 
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REYKJAVIK, THE CAPITAL, has one third of the country’s 
126,000 population, and the Althing, oldest parliament in 
the world. Office buildings, homes and hothouses are 


heated by hot water from Iceland’s many volcanic springs. 
Most Icelanders are of Norwegian and Irish stock. They 
have no unemployment, no illiteracy, no deficit. 








AMERICAN WARSHIPS steamed out of Iceland’s ports 
to search for Nazi subs and protect the great convoys of and supplies to the Allied 
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merchantmen which carried an endless stream of arms 
armies fighting in Europe. 
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FROM REYKJAVIK ~ (above), Icelanders ship their to Soviet Russia under a trade pact just signed. The Russians 
major export, most of the annual catch of 350,000 tons will pay from 30 to 50 per cent more for the fish than 
of cod and herring. Much of the fish exported will go other countries have been paying. 
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AMERICAN and British troops erected these tank barriers used. Events in Europe made it impossible for the Ger- 
along military highways in Iceland, but they never were mans to make any attempt to seize the island. 
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AMERICAN PLANES, like this Army fighter, and Navy 
search planes, patrolled the cold seas south of Iceland on the 


lookout for Nazi submarines during the war. Army transport 
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planes used the fields for ferrying across the Atlantic. 
Now only a few commercial air-line planes utilize the 
fields, generally when weather conditions bar other routes. 
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SCOTTISH TROOPS were on hand to greet the. Yanks when 
they arrived in Iceland. The Icelanders greeted them in 15 


40 © WORLD REPORT 


= 
tm a se Pa a athe, 


languages. And, like in every other country, Yanks found 
romance and wives. 
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OLAFUR THORS SVEINN BJORNSSON THOR THORS 


' SEPARATING FROM DENMARK after 550 years, Iceland Minister; Bjornsson (center) as President, and Thors (right) 
| became a republic in 1944, with Thors (left) as Prime as the first Minister to the United States. 


Photor—U.8. Navy, Press Association. Acme, Harris & Ewing 
THE STARS AND STRIPES, that flew over wintry bases not be seized and occupied by the Nazis, but would remain 
during the war, was the guarantee that the island would as it is, the free and independent Republic of Iceland. 
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(Excerpts from the speech made by Foreign Secretary 
Ernest Bevin in House of Commons on June 4, 1946.) 


By Foreign Secretary Bevin 


© her ROAD OF PEACEMAKING is a very hard one, especially 
when it is complicated by varying political conceptions in 
different countries and the settlement of differences is often 
handicapped by the desire to secure the adoption of a par- 
ticular ideology. But I am not pessimistic on that account. 

I am still wedded to Litvinov’s famous phrase, used in 
Geneva before this last war, that “peace is indivisible.” It is 
for that reason that the basic aim of His Majesty’s Government 
in its foreign policy will be to make the United Nations 
organization work effectively, and all international ques- 
tions which arise must now be dealt with in relation to this 
new world fabric which we are bent on weaving and 


ultimately making effective, and which will some day, I do 


not know how soon, draw its power direct from the will 
of the people. | 

In dealing with these problems, I can never get out of 
my head that there is something much more important 
than statesmen, who, after all, only hold office for what is 
a moment of time in the ages of history, and that it is the 
masses of the people who may be either at peace or at 
war in the future as the result of the action of statesmen 
at a given moment. 

It is true to say that all the peoples of the world are seeking 
peace and prosperity and, if we interpret their feelings aright, 
I am sure they are ready to dwell together in peace if al- 
lowed to do so. In this respect, they have everything to gain 
from extending the scope of, and the trust in, the United 
Nations organization. If all of us are willing to have our ac- 
tions judged in the light of day, we will have the advantage 
of a common-sense view brought to bear on each problem 
by the greatest of all juries, the ordinary public. 

Sir, I am not unduly pessimistic, but one has to look facts 
squarely in the face, however unpleasant. It is no use wrap- 
ping up one’s thoughts in obscure diplomatic language. For- 
eign policy is not.a matter now which is limited to a small 
section of the community. Total war has made everybody 
want to have their say as to their destiny. I would suggest to 
the House and to the world, to all public men constantly to 
remind themselves of this—if we do not want to have total 
war, we must have total peace. 

One of the fundamental things in striving to achieve this 
total peace and the effective working of the United Nations 
is that we must not only be prepared to submit our claims 
but to make clear our motives and to try to understand the 
motives of others. When I say I am not unduly pessimistic, 
I have in mind the fact that the world problems which we 
have to solve now are far more complicated than those that 
faced the peacemakers of 1919. 

This last war. disrupted Europe to an infinitely greater ex- 
tent than the war of 1914-1918. In the settlement of the last 
war, Russia was not a party. Personally, I have always felt 
that was a tragedy. In this war, she has made a tremendous 
contribution and has emerged from the defeat of 1917. It is 
an important step forward that she is to take part again, be- 
cause it is only if Russia enters freely into the European 
settlement that there can be any guarantee of permanent 
peace on the Continent of Europe. 
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On the other hand, the United States fought in the last 
war, took part in the peacemaking and then withdrew into 
isolation. Now everybody in the Western Hemisphere, equally 
with other parts of the world, is conscious that the whole 
planet is involved. We have, however—and this is why our 
task is harder than in 1918—to get agreement between the 
West, which has a common culture and similar traditions, 
and the great Slav areas, whose history and development 
have been on very different lines than ours. 

The great problem, and we found it all through the nego- 
tiations up to now, is to find what one might describe as a 
common approach. This involves patience and toleration, but, 
ultimately, I still believe we shall achieve understanding. The 
only thing that will block understanding is if any of us develop 
exclusive power politics and do not use our perfectly legiti- 
mate interests in a way that will, as I said at the beginning, 
ultimately merge into a world security scheme. The security 
of all countries must not be sacrificed by each country con- 
centrating only on its own security. 

Sir, if I may again refer to the different political concepts, 
there is, I think, rather unfortunately running through all the 
speeches and writings of our Soviet friends the theory that 
they alone represent the workers, they alone are democratic. 
The concept of such certain other governments is that they 
are either Fascist, or crypto-Fascist, or something of that kind. 
This leads to the idea that the security of Russia can only be 
maintained when every country in the world has adopted the 
Soviet system. This, I think, is one of their greatest handicaps 
and a great obstacle to peace. 

I am sure I can speak, at any rate for the workers in Great 
Britain and the British Commonwealth, when I say we do not 
believe that the Soviet system would represent the interests 
of the workers nearly so effectively as the system which this 
Socialist Democratic Parliament is now evolving in this coun- 
try. I do not for a moment deny the right of Russia to pursue 
her own way of achieving an industrial revolution, but for 
us in this country, who started our industrial revolution over 
150 years ago, to adopt the Russian method would really be 
retrogressive for us and would not represent progress. 

I have, I must confess, the impression that the majority of 
the working classes of Western Europe at least feel like us; 
therefore, if we are to get real agreement on both sides, we 
must undertake to develop our political institutions in our 
own way, without attempting to impose one system upon the 
othér, and leave the people absolutely free to use their reason 
and judgment in their own way and, if I may emphasize, in 
their own time. Thus, sir, we may evolve our different political 
organizations necessary to express our desires but agreeing 
on one thing all the time unanimously, that we will all com- 
bine to prevent a revival of Nazism or Fascism, such as cursed 
the world in the last few years. 

This is an attempt to describe the background under which 
we have been meeting in the recent conferences. Conscious 
of this, I had a talk in Moscow last December with Generalis- 
simo Stalin, and I indicated to him that I would be willing 
to recommend to the Government of the United Kingdom 
that the treaty of friendship should be extended to 50 years. 
I had at the back of my mind the creation of some permanent 
link between our two countries which would avoid misunder- 
standing. I was ready to go to the extent of regular consulta- 
tion, exchange of views and helping in the development of 




















the peace of Europe, as well as facilitating the trade, com- 
merce and exchange between our respective countries. 

I regret it was not taken more seriously at the time, but I 
am still confident it will come yet. For my part, while I am 
Foreign Secretary, notwithstanding the rebuffs, I shall pursue 


it. There are many matters connected with the Soviet 


attitude towards the British Commonwealth and Empire 
which, at least, show a sense of realism. I think, for instance, 
that the Soviet Government, and indeed the United States 
as well, do really recognize the tremendous importance 


to the peace of the world of the maintenance of our position © 


in the Middle East, provided that ultimately there is de- 
veloped a regional organization which fits into the United 
Nations security system, that, it is the intention of the 
Government to pursue. 

Neither do I believe that there is any basis for real mis- 
understanding or fundamental disagreement over the Darda- 
nelles. We have been willing equally with our predecessors to 
consider the revision of the Montreaux Convention. What we 
are anxious to avoid, and I emphasize this, is to do anything 
or agree to anything which will undermine the real inde- 


pendence of Turkey or convert her into a mere satellite state. 


But with the recognition of these principles, I am convinced 
that these two factors are not irreconcilable. 

Let me go further and say that we will always welcome 
the mercantile fleet of the Soviet Union on all the seas of the 
world. We sail to the Baltic, but we have not got a base 
and have not got a port there. We will sail to Odessa again, 
to the Black Sea and Constanta quite freely, but we do not 
ask for a base or military requirements to enable us to do so. 
Our aim, as a Government, is the free movement of shipping 
and the world’s trade. 

Therefore, whatever responsibilities we undertake in the 
defense scheme of the world in any particular area, we give 
a solemn undertaking that they must be on a basis of freedom 
to all members of the peace club, on equal terms, and I be- 
lieve that, if it is accepted all ‘round, this great desire for 
bases and the rest of it can be considerably minimized. 

This brings me to a very acute point that was raised in 
Paris relating to the Danube. Mr. Molotov observed in his 
recent statement that it cannot be regarded as correct that 
certain non-Danube states should assume the right -to dic- 
tate their will to the Danube states and impose a regime on 
the Danube which would take no heed of the interest of the 
Danube states. 

We have not sought to dictate. What we asked was that 
we should discuss and settle this problem, and I rather resent 
Mr. Molotov’s attitude, if I may say so publicly, that, when we 
put up a proposal with which he does not agree, he seems to 
imply that we are dictating. We dictate to nobody, but we do 
ask that there shall be examination of our point of view when 
we put it forward on rational and reasonable ground. That is 
not an unreasonable thing to suggest. It is what we apply our- 
selves in our own conferences and everywhere else, and it is 
not an unfriendly act to put forward an idea with which some- 
body else does not agree. It is a matter for examination. 

In order to explain our own standpoint in this matter, I 
will, if the House will permit me, recapitulate very briefly 
the more recent history of the Danube problem, which very 
largely applies to the Oder, the Elbe and other rivers so vital 
to the life of Europe. 

We discussed at Lancaster House the general question of 
the Danube regime, and we were. anxious at that time to 
secure the opening up of all the rivers of Germany. Now, 
we were not anxious merely to open them up for a 
mercenary interest, but there was so much starvation in 
Europe and all of us could see the famine lying ahead of 
us, where we had fertilizers in one place, grain in another, 
foods in another and, if we could, we had to get the great 
transport system of Europe going, in order to minimize the 
suffering of Europe. 

When we are accused of putting this forward for im- 





perialist, or capitalist, or some other interest, I do beg my 
Soviet friends to get that out of their minds. Nobody in 
this House would violently accuse me of putting forward 
anything in the capitalist interest, after my long record of 
struggle in that field, but what I was anxious to do was 
to get everything moving and, after all, transport is the 
great artery of civilization. 

Therefore, we discussed at Lancaster House the general 
question of the Danube regime, and Mr. Byrnes, from the 
United States, put forward a proposal for a provisional inter- 
national commission, but the Soviet delegation would not 
accept it. They would have nothing during the occupation 
period. They desired to leave it to the individual commanders 
to control navigation on the stretches of the river within their 
zones, regardless of the fact that, without a commission, there 
could be no co-ordination of the movement of traffic over the 
whole river and also, at the end of the occupation period, 
when the Allied commanders withdrew their forces, there 
would be a complete gap for a time without any control at 
all, until a permanent commission was set up. 

The practical effects of this deadlock has been to paralyze 
through traffic on what should be one of the main transport 
arteries between Central and Southeastern Europe. 

Let me give the House one consideration. There is an 
urgent need for the quick transport of grain from the regions 
of the Lower Danube, where the harvest is gathered first, to 
countries upstream, where it is still ripening. There is a dif- 
ference of six weeks between the ripening of wheat in Ro- 
mania and Bulgaria, on the one hand, and Czechoslovakia 
and Austria on the other. Normally, this traffic used to move 
exclusively through the Danube, but now there is no regular 
through traffic. I must confess that I do not feel happy, be- 
cause of some policy of some kind which we do not under- 
stand, that whole areas of Europe should go hungry because 
we will not agree to do the sensible thing and move grain 
and food freely through these great arteries. 

Let us fight that on some other basis, not on the bellies of 
the people, should this political conflict take place. I cannot 
accept that view as being a sound political philosophy. All 
our desire at that time was to get this free flow as rapidly as 
we could, in order to prevent this horror of starvation going 
on in sO Many areas. 

We came back to the Danube question in our talks in 
Paris, when we were discussing the peace treaties for Hungary, 
Romania and Bulgaria. I took the same position that I had 
taken in London, the necessity for restoring freedom of trade 
and navigation on the Danube and those other rivers and 
protecting the commercial rights of the states concerned, the 
principle, if you like, of the Open Door, requiring the re- 
establishment of the arrangements in force before the war, 
with the proper participation of the Soviet Union. 

In an attempt to meet Mr. Molotov’s contention, Mr. 
Byrnes suggested that we need only include in the treaties a 
provision that navigation on the Danube should be free and 
open, on terms of complete equality to the nationals, merchant 
vessels and goods of all states. In the interest of reaching 
agreement, I said that I would be willing to accept a clause on 
those lines, provided it was also agreed that a Danubian con- 
ference could be called within a fixed period after the con- 
clusion of the treaties, and this, I suggest, was a very very 
modest suggestion, but we could make ne progress on those 
lines and we had to defer it. : 

I think I have shown that there has been no question of 
dictating our will to the Danube states or of neglecting their 
interests, but merely of our wishing to restore our legitimate 
prewar rights and to make sure that our late enemies should 
not be free to hinder the revival of the machinery of inter- 
national co-operation. 

I cannot see that our interests on the Danube in any way 
conflicted with those of the Danube states, who surely all 
have an equal interest in the restoration of commerce and 
navigation in this great European waterway, but I am driven 
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to ask what the Soviet interest in this matter really is and 
what motive they have in refusing to commit themselves to 
any arrangements such as suggested. Does their anxiety to con- 
sult the other Balkan states mean that Danube affairs are to 
be the sole concern of Danubian states and Russia alone? 
I cannot believe now that they would wish to maintain this 
monopolistic view, though one must admit that there have 
been signs of a very exclusive policy in this area. 

Romanian Danube shipping, for example, is at present 
almost entirely controlled by a joint Soviet-Romanian naviga- 
tion company, known as Sovrom Transport, set up in July, 
1945, and another powerful combine of the same kind in 
Hungary. If Soviet Russia’s only concern is to make sure that 
no injury is done to these countries’ interests, she need have 
no fear that our participaticn in the Danube Commission 
would have this effect, or that any harm would come of a 
clause in the Peace Treaty by which Hungary, Romania and 
Bulgaria would undertake to abide by the decisions of a con- 
ference, which, after all, they themselves have a share in 
reaching, on the basis of equality. 

What I cannot and will not contemplate is that this coun- 
try, which for six years fought against the enemies of freedom, 
should, as a result, be squeezed out of an international body, 
the very object of which is to maintain in the navigation on 
these rivers the freedom for which we all fought. 

If I may turn from the Danube to the Italian-Yugoslav 
frontier. As a result of the discussions which took place on 
this question in London last September, the Foreign Ministers 
instructed their deputies to report on the frontier line, which 
was in the main to be the ethnic line, leaving a minimum 
under alien rule, on the understanding that a local investiga- 
tion would be carried out on the spot. The principle which 
was unanimously accepted in London was this ethnic cri- 
terion, and I want to stress that, in accordance with this 
decision, a special commission, appointed by the deputies, 
visited this frontier area in the spring, and they submitted 
a report which was considered by the Foreign Ministers in 
Paris. 

The report contained an agreed statement of the ethnic, 
geographical and economic data relating to the frontier ter- 
ritory. The lines proposed by the British, the American and 
the French Commissioners were not very different—and I 
would emphasize this—and, in our desire to arrive at an 
agreement on this subject, both Mr. Byrnes and I stated 
that we were ready to accept the line proposed by the French, 
which would give Yugoslavia the far greater part of the dis- 
puted area, whilst leaving an approximately equal number of 
Italians and Yugoslavs under alien rule. It was thus con- 
sistent with the decision of the Foreign Ministers in London 
m September. 

The Russian Commissioner recommended that the whole 
disputed area should be awarded to Yugoslavia, including 
certain areas which, since 1866, have formed part of Italy 
and, before that, the Republic of Venice. The effect of the 
Russian Commissioner's recommendation would be to leave 
no Slav-speaking people within Italy, at the expense of leav- 
ing over 500,000 Italians in Yugoslavia. 

This solution was defended by the representative of Soviet 
Russia and, in my view, was wholly irreconcilable with the 
decision reached in London in December that the frontiers 
should in the main be drawn on ethnic considerations and 
should be so drawn as to leave a minimum under alien rule. 
I want, however, to make this very clear. The only attempt 
at compromise over this problem was made by the United 
States and Great Britain. We withdrew from our line, which 
was more in favor of the Italians, and the Americans withdrew 
their line, which was still more favorable to the Italians, with 
the result that we left Pola and the coal fields to Yugoslavia 
in order to try and get a settlement. But there was no move 
at all on the part of Soviet Russia to meet the compromises 
proposed by Britain and the United States. 

There is another factor in this frontier problem which is 


44 « WORLD REPORT 





very important, and that is the port of Trieste, and not only 
the port but the city. The city of Trieste is overwhelming|y 
Italian, roughly, I think, about 10 to 1, and I could not bring 
myself to hand Trieste over to Yugoslavia under those concii- 
tions. What worried us more than that was the question of the 
port of Trieste, and here again we were extremely disap- 
pointed at the opposition we met. In London last September, 
whatever might have happened to the town ultimately, we all 
agreed unanimously that the port itself must be an interna- 
tional port with an international regime, no matter under 
whose sovereignty the town itself was put. Trieste has to 
serve Austria, Yugoslavia, Northern Italy and the whole of 
Central Europe. If we do not want to create another Prussia, 
it is very important that the trade is drawn South and not 
North and the outlet comes that way from the whole of Mid- 
dle Europe. 

That to me is extremely vital. Therefore, having agreed 
that, we felt in London that Trieste must be an international 
port and not an international pawn in the game of politics. 
Therefore, we were surprised at Paris to find that even on the 
question of the port, Soviet Russia appeared to have gone back 
on that and would not even agree to discuss technical ar- 
rangements for the setting up of a free international port until 
the whole of the frontier question had been settled. 

It is one of the disappointments in peacemaking, but we 
hope for better luck the next time we meet in Paris. But I 
cannot give way on behalf of His Majesty’s Government on 
that vital port, with all that it means to Central Europe, to 
be surrendered to the sovereignty now proposed. 

May I now turn to Austria? The United States proposed 
that Austria should be put on the agenda at Paris. I know 
the feelings in this House and in the country about Austria. 
We have witnessed their tragedy and it has been a tragedy, 
yes, 20 years or more of it. I look back with very great pleas- 
ure, tragic as it may seem, to have helped my union’s money 
to find the means to defend the Karl Marx houses. It is one 
of the greatest tragedies between the wars; I know the feel- 
ing. Therefore, I supported the placing of Austria on the 
agenda. 

There are substantial reasons why the whole problem of 
Austria should be settled. One is that the three powers agreed 
in Moscow, in 1943, that Austria should again secure her in- 
dependence and should become an independent country. Sec- 
ondly, if Austria, along with Italy, has a peace treaty, there 
is no need at all for lines of communication or troops of any 
Allied power in the whole of the Danubian Basin and in the 
North of Italy as well. That is, the whole of the troops in 
Austria, Northern Italy, Bulgaria and Romania can be taken 
out, and the whole of those Danubian states can again begin 
to lead a normal life. It was for that reason that I regarded it 
as imperative that Austria should be settled and so, as it 
were, with one clean sweep to limit our liabilities in Europe 
really to Germany itself. It narrows the area of the problems 
which we are left to settle. 

However, the Soviet Union argued that they were not ready 
to discuss it. I could not understand this, and I do not under- 
stand now. Since then the United States has submitted a 
draft treaty and, in the Foreign Office, we have detailed one, 
and I certainly believe that nothing would give greater con- 
fidence of peace at our next meeting in Paris than if the Soviet 
Union came along ready and willing to settle the Austrian 
problem, together with the Italian problem and the whole of 
the Danube Basin, including the Danube to which I have 
already referred. I see in that the best contribution to con- 
fidence and understanding in the whole of that area. 

I was questioned the other day in the House, when answer- 
ing a question on the ethnic problem of Italy, with regard 
to its effect on Austria, and I propose to deal with it. At the 
Moscow Conference in October, 1943, it was decided—at 
least I understood it as a member of the Coalition Govern- 
ment at that time—that it was the pre-Anschluss Austria that 
we were guaranteeing to restore. Therefore, when the proposal 

















was submitted at the London Conference that she should be 
so recreated, I agreed, but I made a reservation that there 
might be minor rectifications in the frontiers in her favor. 

Knowing the country very well, I know the railways run 
in and out of certain places, which I thought rather silly, 
and I thought the constant interruption of frontiers is not 
conducive to good trade and exchange, and I thought there 
were rectifications which might be made of benefit to her 
and her neighbors. I still think so. If I may say a word to 
Italy, I hope in the settlement of these very difficult problems 
affecting certain parts of the South Tyrol, these two peoples 
will not become estranged. We get here a mixture of economic 
and ethnic considerations. Great electrical plants have been 
built, watersheds are involved and the strategic considerations, 
which I consider now of less importance than ever, come 
into the picture, but I am hoping that these two countries, 
who have been so antagonistic for so many years, will use 
sense on this occasion and, in these borderline provinces like 
that of South Tyrol, they will arrive at a sensible arrangement 
and assist in the peacemaking. 

I would like to turn from that to say a few words about 
Bulgaria. This affects the withdrawal of troops in September. 
It was agreed that, after the Peace Treaty, all Allied forces 
should be withdrawn from Bulgaria. A distinction was thus 
expressly drawn between Bulgaria, from which the evacua- 
tion of Soviet forces would be complete, and Romania and 
Hungary, in which, even after the Peace Treaty, the Soviet 
Union would retain the rights to maintain certain forces in 
order to safeguard her lines of communication with the Soviet 
zone of occupation in Austria. At that time, we did not know 
how long the occupation of Austria would continue but, I re- 
peat, if my previous argument is adopted, the problem would 
not arise. 

In Paris, it seemed to me that Mr. Molotov was abandon- 
ing the London decision, arguing that the lines of communica- 
tion with the Soviet forces in Europe had to be maintained 
by means of the Danube and that this river is, in part of its 


course, the frontier of Bulgaria and that the Soviet Union,. 


accordingly, required the right to maintain lines of communi- 
cation for troops in Bulgaria as well as in Hungary and 
Romania. 

In my view, this argument is very, very ill-founded. My 
view is that, when a peace treaty is signed with another 
country which had been a belligerent, every step that can 
possibly be taken ought to be taken to withdraw troops from 
the territory and so remove the menace to other neighboring 
countries, who will always be under suspicions as to what 
you intend to do. 

Before I leave the territory of the Danubian Basin, I would 
like to put this point very strongly. There have been a great 
many arguments about the “curtain.” I must confess our rep- 
resentatives have had every obstacle placed in their way; 
deputations from this House and from my own party send me 
reports and advise me that we ought to establish trade rela- 
tions. They appear to be unconscious of the fact that this is 
what we have been trying to do all the time. We have en- 
deavored to do it in the case of Romania, we have endeavored 
to do it in the case of Hungary, and we have tried with all 
these countries, only to be met with obstacles everywhere. 
Perhaps we have been most successful with Czechoslovakia 
up to now. 

As regards Poland, the Chancellor and I tried to help them 
by offering to remit most of the debts incurred on behalf of 
Poland during the war. We have given liberally of our sur- 
pluses, in addition to helping their people. We have also made 
our contribution to UNRRA, and our contribution is the sec- 
ond biggest in the world, without which all these countries 
would have found it very hard to survive. We have done all 
this, yet we find ourselves denounced from the very mouths 
we have fed. 

That does not seem to me to be right. I would ask those 
who visit these countries to remember the help from UNRRA 








that both the United States and ourselves have given. We, 
for our part, will not allow our representatives to do anything 
to hinder proper relations between the Soviet Union and these 
countries. However, we do ask for reciprocity. In the way of 
trade, in exchange and fair dealing, we ask that we should 
be treated as decent citizens and be allowed to restore our 
relations which have always existed. In the case of Poland, 
I suggest, the acid test will be, will she carry out the solemn 
pledge which the President of the Provisional Government 
gave me at Potsdam to have early and free elections? 

I now turn to another subject which has been dealt with 
in the speeches that have been made; namely, reparations 
from Italy. As I understand the Soviet view, it-is that because 
the Allied Powers have not been invaded, they do not under- 
stand the Soviet wish to be compensated for some of the 
devastation done by Italian armies. 

That really is an unjust insinuation. We have genuine 
sympathy with those who have suffered invasion, for the peo- 
ple of Russia and for the people of Greece, to name only two. 
We also know how much the people of Malta suffered and 
how much Italy’s entry into the war, at the time of our great- 
est emergency, when we were alone, cost us in men and mate- 
rials. His Majesty's Government have incurred heavy ex- 
penditure in restoring that gallant little island of Malta at the 
present moment. Therefore, I refute the charge that we do 
not understand what that invasion means. 

Indeed, the cost of restoring this old city of London alone 
represents a colossal figure. It is suggested that a reduction 
in the occupation cost of Britain and America in Italy would 
enable Italy to meet the Soviet reparation demands. I sug- 
gest this assertion implies a total lack of knowledge of Italy’s 
economic and financial situation. 

Italy has a debt to America, Canada and ourselves amount- 
ing to 165 million pounds ($665,775,000) for the goods we 
have supplied to her by way of relief. UNRRA has supplied 
assistance to the extent of a further 100 million pounds 
($403,500,000); therefore, there is a total relief debt of 300 
million pounds, or about 1,000 million dollars. Moreover, Italy 
is experiencing a heavy deficit in her balance of payments. 
This has been estimated at 250 million pounds ($1,008,750,- 
000) for this year and 100 million pounds ($403,500,000) for 
next year. Even before the war the value of Italy’s exports 
was only 65 per cent of her imports. The balance was covered 
by emigrant’s remittances, storage freight and borrowing 
abroad. 

The question arises whether our occupation is adding to 
Italy’s adverse exchange position. It is argued that out of our 
occupation costs this reparation can be paid. The answer is 
that Italy does not have to find a single dollar or pound of 
foreign exchange on account of the presence of American 
and British troops. We have exacted only lira costs and have, 
in fact, to find hard currencies ourselves to finance the sup- 
plies sent to Italy. If Italy is called upon to make reparation 
deliveries in the form either of existing industrial plant and 
equipment, or of goods from current production, her ability 
to export and earn foreign exchange will be correspondingly 
reduced and the assistance she will require from abroad will 
be correspondingly increased. This is not difficult economics, 
it is just hard facts. 

His Majesty's Government cannot be a party to letting the 
British taxpaper in for a procedure which would in practice 
amount to their money and labor going *o a third government 
as reparations on Italy's account. Our own policy towards 
Italy is, first, to enable her to repay what has been supplied. 
as relief, secondly, to help her restore her economy on a 
peacetime basis and, thereafter, to remove any surplus war 
machinery and equipment which is not needed for peavetime 
economy. I do not believe that common sense and justice 
could permit any other course. 

There is another controversy raised, due to the speeches 
we have heard and the documents that have been issued; 
namely, the proposal for a Treaty Commission which would 


JUNE 20, 1946 © 45 








be responsible for supervising the execution of the provisions 
of the peace treaty with Italy. Soviet Russia objected to any 
supervisory machinery either there or in the Balkans, and 
agreement to the proposals could not be obtained. I think 
this was a pity because, without some machinery, I do not 
see how the provisions of the treaty could be administered. 
Italian sovereignty would not be infringed, and Italy, as 
much as the Allies, would be in a difficulty without this 
machinery whenever any question arose about the enforce- 
ment of the treaty provisions. In any case, our experience in 
other wars in dealing with this problem has shown the im- 


perative necessity to have some judicial body, either this or - 


a mixed arbitration tribunal, to decide these issues in order 
‘to avoid long and protracted disputes... 

The next problem that has puzzled me is that of the Do- 
decanese. We have cleared up the whole island problem in 


the Adriatic and agreed to transfer certain islands to Yugo- 


slavia and demilitarize them. Yet, when,we come to the 
Dodecanese, while we are constantly told that the four depu- 
ties are agreed that they should be given to Greece, the 
Soviet delegation would not give effect to this until every 
other territorial problem has been settled. I do not understand 
why the Dodecanese, about whom there is apparently no 
dispute, should have to await settlement until we have solved 
every other problem. 

Now may I come to Germany? I have already mentioned 
the attempt to interest the Soviet Union in a 50-year treaty of 
friendship with us, but I must confess we were more than 
agreeably surprised when we received from the United States 
a draft treaty for 25 years, to ensure that Germany remains 
disarmed at the end of the period of occupation. It was, how- 
ever, marked “very secret,” and it was enjoined upon me that 
I should not allow it to leak. Accordingly, it was discussed 
only in a very limited governmental circle. I was unaware that 
the United States was going to bring this out at the Paris 
Conference, or I should have got myself in a position to be 
authorized to give it more support in the initial stage. 

Immediately it was released, however, I communicated 
with the Cabinet, and later was able to announce to the 
Conference that we warmly welcomed it. Having regard to 
what happened at the end of the last war, I must say that 
these proposals of the United States Government, through 
Mr. Byrnes, left with me the impression that here, at last, we 
had something which would give us peaze in Europe and 
allow for normal development over a sufficient period, to 
eradicate the warlike spirit of Nazism in Germany. It was 
therefore a matter of profound regret to witness the way it 
was received by the Soviet representatives. 

Inferences and charges about the present disarmament 
arrangements were made to counter Mr. Bymes proposals. 
At once, we agreed that if there was any doubt as to 
what each of us was doing in the way of economic and 
military disarmament in Germany, a Four-Power Commission 
should immediately investigate all the zones, not merely 
one, and see exactly what was happening. This is still under 
discussion. 

However, we must not become weary in well-doing. I be- 
lieve that, if the Soviet Union again study the draft treaty 
and realize what a protection for peace indivisible this means, 
they will come ‘round and not miss this great opportunity. In 
fact, I state to the Soviet Government: “If you value peace 
above all else, do not miss it; it may never come again.” 

For France, it-is vital. She has been invade‘ and smashed 
three times in 70 years. For Britain, who has been drained 
of her resources in two great wars, it is indispensable, and for 
the Soviet Union, who have been invaded so many times, I 
should have thought that a four-power pact, carried out with 
vigor and honesty between us, would have created a situation 
far more secure than the harnessing of a few satellite weak 
states as buffers between them and a possible future aggres- 
sor. I will not admit failure yet. We will try again: 

If I can make one great appeal to the United States it is 
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this: “Do not be daunted by a first refusal due, in my view, 
to an unjustified suspicion, because the rest of us, in Europe 
at least, not only welcome it but look upon it as giving the 
greatest possible hope for the removal of misunderstanding 
and the creation of confidence.” It implies on the part of the 
United States the acceptance of obligations and the utiliza- 
tion of what I think is one of her finest qualities, her great 
idealism, which seems to spring from a great vision of 
peace, resulting in action of a kind which will, if carried into 
effect, bring immense relief to millions of toilers throughout 
Europe. 

In addition, the French have urged that Germany should be 
put on the agenda at the Paris meeting and, at that stage, we 
were willing for a general preliminary discussion. I indicated 
my views to the House in my speech on 21st February that 
we were studying the Ruhr. We are fully conscious that the 
Ruhr is an arsenal of war. It is from there that the great 
German military staff drew their assistance and support. We 
are no less insistent than the French that this arsenal shall 
not be used again for war. At the same time as the Ruhr has 
a great potential for wr, it ha. a great potential for peace 
and the raising of the standard of life right throughout Europe. 
To that end, the Cabinet have studied carefully papers ad- 
vancing preliminary views as to how the Ruhr might possibly 
be organized. While we have not yet come to a final conclu- 
sion, I did ask for authority that these preliminary proposals 
might be examined objectively with the French, the Dutch, 
the Luxemburgers and the Belgians in the first instance, and 
this was, in accordance with the decision we arrived at, that 
we should pursue it through diplomatic channels in the first 
instance. My idea was that if those of us who have been so 
vitally affected in the West in the last two great wars would 
come to some preliminary agreed conception, we might find a 
common basis upon which to consult the other powers con- 
cerned. 

There are clearly two points of view. The French believe 
that only by the separation of the Ruhr politically can security 
from German aggression be achieved. I have felt, in my study 
of the problem, that the creation of a separate province, under 
international control, to be fitted ultimately into a federal 
Germany, if one were established, might be a better safeguard. 
This is a debatable point, but I would like to stress that I am 
fully conscious of all the dangers inherent in a strong, cen- 
tralized Germany. 

These different viewpoints are at present under expert and 
urgent consideration. Therefore, in no dogmatic sense and in 
no secret way we have approached this problem. It is not a 
case in which you can arrive at dogmatic conclusions and im- 
pose them upon others. We must evolve the right solution for 
the security of Europe. When the time comes, and further 
advance is made, I shall be very happy to put the whole 
proposal before the House, but I do not think, at this pre- 
liminary stage, I can say more. 

In this connection, the French have pressed the point as to 
whether the Saar should, at this stage, be separated from Ger- 
many. At the same time, the United States have urged that a 
special body of deputies should be set up to study the German 
problems in two phases: 

1. Giving effect to the Potsdam decisions, and 

2. The ultimate design of the new Germany. 

I could not at the meeting ia Paris agree to the separation 
of any part of Germany without going into the whole ques- 
tion of Germany’s frontiers as a whole and knowing what the 
new Germany was to be. I proposed a resolution in the fol- 
lowing terms: 

That we appoint special deputies to examine the whole 
problems of Germany, to study the implementation of the 
decisions of Berlin, to study proposals to lead up to the prep- 
aration of a peace treaty and the fixing of frontiers, taking 
into account the views expressed by this Conference on Ger- 
many and its future and to present an interim report at the 
meeting on 15th June. 






































I desire to make it clear that, in any final settlement, His 
Majesty’s Government, subject to the adjustments of repara- 
tions and other obligations which are involved, favor the 
transfer of the Saar to the French, but I would prefer that 
the German problem should be considered as a whole before 
that final step is taken. There was an attempt by our Soviet 
friends to make a special point of the Ruhr, but my attitude 
has been all through that we must not only know what is 
happening in the Ruhr but what is happening in Saxony, in 
Thuringia and everywhere else, the French and American 
zones. That brings me to the point of the present situation 
which is causing so much difficulty. 

'The Potsdam Agreement envisaged Germany being treated 
as a whole, which meant that the surplus food supplies of the 
East would feed the West and the goods of the West would 
go to the East and so on, and sufficient earnings would be 
produced so that Germany would not be a charge on any 
of the Allies. That was the basis. We, His Majesty's 
Government, cannot accept the position which involves a 
budgetary expenditure of 80 million pounds a year ($322,- 
800,000) to subsidize Germany. We cannot accept the 
position that the Soviet zone is an exclusive place, while 
our zone alone is wide open for inspection and we are subject 
to accusations for which there is not the slightest justification. 
As soon as that point of principle is settled, as I hope it will 
be, and there is a real honest endeavor to tackle the whole 
problem, I believe that we can make progress on the German 
situation. 

In addition, we have had great trouble and great difficul- 
ties over the level of German industry; that was my view with 
my colleagues when a member of the Coalition Government, 
and I see no reason to change it now. The facts are the same. 
I came to the conclusion that Germany should be allowed to 
produce 11 million tons of steel for rehabilitation and as a 
yardstick for determining the level of her industry. I believe 
that was the unanimous decision among us, after months and 
months of weary study. 

We were first offered 5,800,000 tons of steel. That amount 
produced in Germany would mean 100 million pounds expen- 
diture ($403,500,000) on our budget subsidizing Germany, 
because the steel production determines the level of practically 
all other industries in the country. Therefore, I had to fight 


very hard, and finally it was settled at 7% million tons steel. 


capacity. I accepted this with great misgivings, but made the 
reservation that, on this low level, if it did not turn out right, 
we could reopen. Of course, we shall not reach 7% million tons 
for some time, but I still think, if it is to be maintained, our 
views will have to be revised. 

If, on the other hand, as I have figured it, 11 million tons of 
steel capacity seems dangerous on security grounds, the solu- 
tion would appear to be to place the Ruhr, where the bulk of 
steel capacity exists, under international control and so take 
the sting, or danger, out of it and then allow it to become, not 
a German industry but a European industry, which would 
develop the life of the community of all the peoples of Europe. 
I would limit the Ruhr production, so far as I could, to par- 
tially manufactured commodities, allowing the finishing ends 
to be spread all over Europe. After all, it is the finishing end 
of this industry which is most quickly convertible into war 
potential, not the original. Those are the proposals which I 
have submitted. 

May I turn—I am very sorry to be so long—to another very 
vexed problem which has agitated the public, and that was 
the proposal to call a conference of the 21 nations in the event 
of our not being able to agree in Paris. The United States and 
ourselves came to the conclusion, and this is not ganging up, 
that we could not go on in a state of war forever. Have we the 
moral right to say to the rest of the 21 nations who were 
actively engaged in fighting these countries and.who, it is 
agreed, should be brought in to discuss the treaties: “You must 
go on in a state of war forever because we four gentlemen 
cannot agree’? 





Really, that is an intolerable situation. The purpose of the 
Four-Power Meeting was, as I understand it, to facilitate the 
making of peace and not to obstruct it. If the Four cannot 
agree, it seems to me a perfectly reasonable and democratic 
proposal to let daylight into the problems by the rest of the 21 
nations involved expressing their view and, out of their views, 
possibly finding a solution. His Majesty's Government, able 
as we are, do not claim to have a monopoly of judgment. 
There are other countries, if not other parties, which may be 
of inestimable value in finding a solution to these problems. 

Mr. Molotov’s attitude was that the proposal would end in 
two conferences. I tried to fathom this out and, in the end, I 
came to the conclusion that what he meant was two opinions, 
and therefore you cannot move at all if there is‘a diversity of 
opinion. It is very difficult for us to accept rule by one party 
or one opinion. It is an intolerable situation and we shall never 
get peace if that goes on. 

Our position is that, if we cannot get agreement of the 
Four in the Council of Foreign Ministers, we should take our 
work before the Conference of 21—both the drafts we have 
agreed and the questions which are limited, which we have 
failed to agree—and, if we still cannot get agreement on call- 
ing the Conference of 21, it is obvious that the world cannot 
be left in this undecided state. We cannot be forced to ac- 
quiesce in an indefinite stalemate. We must regularize our 
relations with the ex-enemy countries. It cannot go on 
very much longer. There have been, in the course of these 
difficulties, other ideas promulgated, but I will not pro- 
nounce an opinion upon them now. I propose to make 
another effort at agreement before deciding on any final or 
alternative form... 

Finally, if I may go back again, I find from press reports 
that we have indulged in a bloc, and I gather the interpreta- 
tion is that we are engaged in some conspiracy for acquiring 
bases in various islands of the Pacific and Atlantic areas. The 
way it is put out to the world, we impute a very sinister ring 
to what is a very straightforward affair. 

In the course of the war which has just closed, the United 
States Government established bases on a number of islands, 
administered by governments of the British Commonwealth, 
for the sole purpose of prosecuting the war against the com- 
mon enemy and with the willing consent of the governments 
concerned, They spent a lot of money on those bases, and 
naturally they want to know our views about their future 
status and maintenance. Quite apart from any question of 
their future military value, many of those places are important 
from the point of view of civil aviation. We have been dis- 
cussing all this with the United States and the Dominions. I 
hope we shall be able to make arrangements which will be to 
the general interest, and I trust that what I have said will 
prevent any further ill-grounded suggestions that we are en- 
gaged in some sort of conspiracy in this matter... 

In conclusion, I repeat that I am not unduly pessimistic. I 
do not think that it will be impossible for us at our next meet- 
ing to arrive at agreed conclusions. There is no real and insur- 
mountable division if all parties will try. 

Europe can revive and security for all can be provided. But 
they must try. We can and we must if everybody is willing, 
bridge the gap now existing between the East and the West, 
since otherwise the peace will be no more durable than that 
after 1919. The disadvantages of such a state of affairs, both 
to the West and to the East, would only be too apparent. For. 
only so can relations of real confidence be established, and 
real confidence involves mutual respect and trust. 

It has been said in the past chat East and West will never 
meet. The science of man has settled that not only must we 
meet, we must understand and learn to co-operate. It is my 
belief that mutual respect and confidence is now in the proc- 
ess of formation. The task is admittedly difficult. I cannot 
promise success at the next conference, but I will do my best, 
in the interests of the common people of the world, to de- 
serve it. 
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U.S. Will Compromise 
On Trieste Deadlock 


A private conference between Pres- 
ident Juan D. Peron and U.S. Am- 
bassador George Messersmith is back 
of the sudden improvement in U. S.- 
Argentine affairs. The two men met 
in the apartment of a U.S. private 
citizen in Buenos Aires and talked 
things out before Peron’s inaugura- 
tion. Developments followed soon. 


o oO °O 


Coincident with the Peron-Mes- 
sersmith conversation has been 
General Eisenhower's quiet work 
to improve U.S. relations with Ar- 
gentina. Eisenhower made it clear 
to President Truman and to influ- 
ential members of Congress that an 
inter-American arms pact would be 
no good without Argentina. Now 
Argentina’s General von der Becke, 
who has just finished conferring 
with General Eisenhower, is defi- 
nitely slated to take an important 
place in inter-American defense 
plans. 


o 0 90 


Peron still may have an ace in the 
hole in case the improved U.S. atti- 
tude falls through. Right now, Peron 
sympathizers are in Puerto Rico 
searching for evidence of bad admin- 
istration. If they find anything, the 
information may be used as a talking 
point against the U.S. throughout 
Latin America if the United States 
and Argentina don’t come together. 


o oO °O 


Despite his life of quiet retire- 
ment, Britain’s former King Ed- 
ward VIII is keeping himself well 
informed on British world policy 
and internal affairs. London wants 
him to know what is going on be- 
cause the Government realizes that 
anything said by, or about, the 
Duke of Windsor has an immedi- 
ate effect on the world attitude 
toward the British Crown. 
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Interce epts 


Russia Is Troubled 
With Rising Prices 


At this time, when new efforts are 
being made to work out a peace for 
Europe, officials of the United Na- 
tions are expressing privately their 
worries over the sense of discourage- 
ment that pervades the world organ- 
ization. They are concerned that a 
feeling of pessimism is spreading over 
the lack of accomplishments so far. 
And there are other troubles. Mem- 
bers of the U.N. staff are dissatisfied 
because they can't find _ adequate 
housing in New York. 


oo °O 


The French Ministry of War is 
quietly revising the country’s de- 
fense plans. Gen. Jean de Lattre de 
Tassigny, the Chief of Staff, has 
ousted all officers who show any 
traces of the old Maginot Line de- 
fense theory. He is establishing new 
military schools specializing in ra- 
dar and atomic warfare. 


oo 90 


Russia is having inflation troubles, 
although the situation has not become 
generally known outside the Soviet. 
Truth is that wages in Moscow have 
more than doubled since before the 
war. Prices have been brought down 
to some extent, but the Kremlin is 


worried that the coming removal of. 


rationing will send prices soaring. 
© 0 oO 


The Russians have introduced a 
novel form of indirect reparations 
in their zone in Germany. News- 
papers are requested to pay one 
cent per copy, based on circulation, 
for the Soviet Information Service 
they previously got free. This means 
that the biggest Berlin paper, with 
a circulation totaling 160,000, is ex- 
pected to pay the Russians $160 a 
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Britain’s Bevin Fears ~ | 
A Holy War in Arabia” 








day. The editors frankly do not — 
think the service is worth the price. — 
They aren't willing to pay more 
than $100 a month. 
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The British are disturbed over ru-— 
mors about the Duke of Windsor, 
who now is living in the South of 
France. The story got out that the © 
Duke moved out of Paris rather than — 
share his house with homeless fam- — 
ilies. It was promptly denied indi- 
rectly from London. Actually, the 
Duke and his American-born wife left — 
Paris because their house was sold © 
and they had to get out. 
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The U.S. is about ready to yield 
a little on Trieste. Secretary of State 
James F. Byrnes is so determined 
to get the Big Powers started on an 
Austrian peace treaty that his ex- 
perts are ready to bargain out the 
deadlock over the Italian port. 
Most likely U.S. offer is one to 
internationalize the city proper. 
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British Labor Party members are 
beginning to criticize the internation- 
al policies of their Foreign Minister, 
Ernest Bevin. Some influential mem- 
bers of Bevin’s own party are saying 
he follows too closely the policies of 
his Conservative Party predecessor. 
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Another thing confronting Bevin 
is the genuine fear in London that 
Palestine may involve the Empire 
in a Holy War in Arabia. The Brit- 
ish General Staff has told the Cab- 
inet trouble in the Middle East can 
be serious for this reason: During 
the war, British troops trained Pal- 
estine soldiers in the latest guer- 
rilla tactics and they might be used 
against the British in case of an up- 
rising. 


























$a tay. Fg tte WEE END Pe aie, iia oie Ti ie ek in eae oe Be oe he PEA OF NE RAPE RE OE 8 ee abe HCE, Bp aN Se a ~ 2 








Saved *7145,000 


It’s a few hours before a renegotiation hearing. would have received had the partnership been a 
The representative of the company is organizing corporation. He is basing his case on generalized 
papers he will use in his final argument. The data, the only figures available at the time. Then 
issue is the reasonable compensation partners here is what happens, in his own words: 


6% “Immediately prior to our final hearing, your overnight report came 
through with a case exactly in point with ours. . 
“By being able to support our generalized data with a specific ref- 
erence, we were able to make a cogent argument, resulting in the 
reduction of the amount claimed by the government of $145,000. I 
NEED HARDLY TELL YOU THAT THIS ALONE WOULD HAVE 
WARRANTED THE SUBSCRIPTION PRICE TO YOUR SERVICE $% 
FOR A PERIOD OF MANY DECADES.,”* 


(* Just one of many letters in BNA files on the value of its overnight Reports) 


KNOWING IN TIME MEANS PROFITS FOR THE COMPANY—ADVANTAGES FOR YOU 


And there is only one source for overnight infor- settlement . . labor-management problems, wage 
mation on such matters as taxation, business regu- and salary regulation . . control of industrial and 
lation, economic factors, inflation control, contract agricultural commodities. 


Find out in time about this overnight information 
system by writing for details today. 


THE BUREAU*‘OF NATIONAL AFFAIRS 
1241 N Street N. W. Washington 7, D. C. 








RESERVE 


—— 


America’s Favorite because it’s Light and Bright 


as a Sunny Morning Enjoyment unmatched awaits you in a cool Schenley 


Reserve Collins. America’s favorite whiskey ...of quality ingredients skillfully 
blended ... will be your favorite too! Try Schenley Reserve. Blended Whiskey 


80 proof. 65% grain neutral spirits. Schenley Distillers Corp., N. Y. C. 








